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EDITOR'S  PREFACE 


In  the  autumn  of  1914!,  when  the  scientific  study  of  the  effects  of 
war  upon  modern  hfe  passed  suddenly  from  theoi*y  to  history,  the 
Division  of  Economics  and  History  of  the  Carnegie  Endowment  for 
International  Peace  proposed  to  adjust  the  program  of  its  researches 
to  the  new  and  altered  problems  which  the  War  presented.  The  exist- 
ing program,  which  had  been  prepared  as  the  result  of  a  conference 
of  economists  held  at  Berne  in  1911,  and  which  dealt  with  tlie  facts 
then  at  hand,  had  just  begun  to  show  the  quality  of  its  contributions ; 
but  for  many  reasons  it  could  no  longer  be  followed  out.  A  plan  was 
therefore  drawn  up  at  the  request  of  the  Director  of  the  Division,  in 
which  it  was  proposed,  by  means  of  an  historical  survey,  to  attempt 
to  measure  the  economic  cost  of  the  War  and  the  displacement  which 
it  was  causing  in  the  processes  of  civilization.  Such  an  "Economic 
and  Social  History  of  the  World  War,"  it  was  felt,  if  undertaken 
by  men  of  judicial  temper  and  adequate  training,  might  ultimately, 
by  reason  of  its  scientific  obligations  to  truth,  furnish  data  for  the 
forming  of  sound  public  opinion,  and  thus  contribute  fundamentally 
toward  the  aims  of  an  institution  dedicated  to  the  cause  of  interna- 
tional peace. 

The  need  for  such  an  analysis,  conceived  and  executed  in  the  spirit 
of  historical  research,  was  increasingly  obvious  as  the  War  de- 
veloped, releasing  complex  forces  of  national  life  not  only  for  the 
vast  process  of  destruction,  but  also  for  the  stimulation  of  new  ca- 
pacities for  production.  This  new  economic  activity,  which  under 
normal  conditions  of  peace  might  have  been  a  gain  to  society,  and 
the  surprising  capacity  exhibited  by  the  belligerent  nations  for  en- 
during long  and  increasing  loss — often  while  presenting  the  outward 
semblance  of  new  prosperity — made  necessary  a  reconsideration  of 
the  whole  field  of  war  economics.  A  double  obligation  was  therefore 
placed  upon  the  Division  of  Economics  and  History.  It  was  obliged 
to  concentrate  its  work  upon  the  problem  thus  presented,  and  to 
study  it  as  a  whole ;  in  other  words,  to  apply  to  it  the  tests  and  disci- 
plines of  history.  Just  as  the  War  itself  was  a  single  event,  though 
penetrating  by  seemingly  unconnected  ways  to  the  remotest  parts 
of  the  world,  so  the  analysis  of  it  must  be  developed  according  to  a 
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plan  at  once  all  embracing  and  3'et  adjustable  to  the  practical  limits 
of  tlie  available  data. 

During  the  actual  progress  of  the  War,  however,  the  execution  of 
this  plan  for  a  scientific  and  objective  study  of  war  economics  prov  ed 
impossible  in  any  large  and  authoritative  way.  Incidental  studies 
and  surveys  of  portions  of  the  field  could  be  made  and  were  made 
under  the  direction  of  the  Division,  but  it  was  impossible  to  under- 
take a  general  history  for  obvious  reasons.  In  the  first  place,  an 
authoritative  statement  of  the  resources  of  belligerents  bore  directly 
on  the  conduct  of  armies  in  the  field.  The  result  was  to  remove  as  far 
as  possible  from  scrutiny  those  data  of  the  economic  life  of  the  coun- 
tries at  war  which  would  ordinarily,  in  time  of  peace,  be  readily 
available  for  investigation.  In  addition  to  this  difficulty  of  consulting 
documents,  collaborators  competent  to  deal  with  them  were  for  the 
most  part  called  into  national  service  in  the  belligerent  countries  and 
so  were  unavailable  for  research.  The  plan  for  a  war  history  was 
therefore  postponed  until  conditions  should  arise  which  would  make 
possible  not  only  access  to  essential  documents,  but  also  the  coopera- 
tion of  economists,  historians,  and  men  of  affairs  in  the  nations 
chiefly  concerned,  whose  joint  work  would  not  be  misunderstood 
either  in  purpose  or  in  content. 

Upon  the  termination  of  the  War,  the  Endowment  once  more  took 
up  the  original  plan,  and  it  was  found  with  but  slight  modification 
to  be  applicable  to  the  situation.  Work  was  begun  in  the  summer  and 
autumn  of  1918.  In  the  first  place  a  final  conference  of  the  Advisory 
Board  of  Economists  of  the  Division  of  Economics  and  History  was 
held  in  Paris,  which  limited  itself  to  planning  a  series  of  short  pre- 
liminary surveys  of  special  fields.  Since,  however,  the  purely  pre- 
liminary character  of  such  studies  was  further  emphasized  bv  the 
fact  tliat  they  were  directed  more  especially  toward  those  problems 
which  were  then  fronting  Europe  as  questions  of  urgency,  it  was 
considered  best  not  to  treat  them  as  part  of  the  general  survey,  but 
rather  as  of  contemporary  value  in  the  period  of  war  settlement.  It 
was  clear  that  not  only  could  no  general  program  be  laid  down  a 
priori  by  this  conference  as  a  whole,  but  that  a  new  and  more  highly 
specialized  research  organization  than  that  already  existing  would  be 
needed  to  undertake  the  Economic  and  Social  History  of  the  World 
War,  one  based  more  upon  national  grounds  in  the  first  instance, 
and  less  upon  purely  international  cooperation.  Until  the  facts  of 
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national  history  could  be  ascertained,  it  would  be  impossible  to 
proceed  with  comparative  analysis ;  and  the  different  national  his- 
tories were  themselves  of  almost  baffling  intricacy  and  variety.  Con- 
sequently the  former  European  Committee  of  Research  was  dis- 
solved, and  in  its  place  it  was  decided  to  erect  an  Editorial  Board 
in  each  of  the  larger  countries  and  to  nominate  special  editors  in 
the  smaller  ones,  who  should  concentrate,  for  the  present  at  least, 
upon  their  own  economic  and  social  war  history. 

The  nomination  of  these  boards  by  the  General  Editor  was  the 
first  step  taken  in  every  country  where  the  work  has  begun.  And  if 
any  justification  were  needed  for  the  plan  of  the  Endowment,  it  at 
once  may  be  found  in  the  lists  of  those,  distinguished  in  scholarship 
or  in  public  affairs,  who  have  accepted  the  responsibility  of  editor- 
ship. This  responsibihty  is  by  no  means  light,  involving  as  it  does 
the  adaptation  of  the  general  editorial  plan  to  the  varying  demands 
of  national  circumstances  or  methods  of  work ;  and  the  measure  of 
success  attained  is  due  to  the  generous  and  eai'nest  cooperation  of 
those  in  charge  in  each  countr3^ 

Once  the  editorial  organization  was  established,  there  could  be 
little  doubt  as  to  the  first  step  which  should  be  taken  in  each  instance 
toward  the  actual  preparation  of  the  history.  Without  documents 
there  can  be  no  history.  The  essential  records  of  the  War,  local  as 
well  as  central,  have  therefore  to  be  preserved  and  to  be  made  avail- 
able for  research  in  so  far  as  is  compatible  with  public  interest.  But 
this  archival  task  is  a  very  great  one,  belonging  of  right  to  the  Gov- 
ernments and  other  owners  of  historical  sources  and  not  to  the  his- 
torian or  economist  who  proposes  to  use  them.  It  is  an  obligation  of 
ownership ;  for  all  such  documents  are  public  trust.  The  collabora- 
tors on  this  section  of  the  war  history,  therefore,  working  within 
their  own  field  as  researchers,  could  only  survey  the  situation  as  they 
found  it  and  report  their  findings  in  the  forms  of  guides  or  manuals ; 
and  perhaps,  by  stimulating  a  comparison  of  methods,  help  to  fur- 
ther the  adoption  of  those  found  to  be  most  practical.  In  every  coun- 
try, therefore,  this  was  the  point  of  departure  for  actual  work ;  al- 
though special  monographs  have  not  been  written  in  every  instance. 

The  first  stage  of  the  work  upon  the  War  History,  dealing  with 
little  more  than  the  externals  of  archives,  seemed  for  a  while  to 
exhaust  the  possibilities  of  research,  and  had  the  plan  of  the  history 
been  limited  to  research  based  upon  official  documents,  little  more 
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could  have  been  done,  for  once  documents  have  been  labeled  "secret" 
few  government  officials  can  be  found  with  sufficient  courage  or  ini- 
tiative to  break  open  the  seal.  Thus  vast  masses  of  source  material 
essential  for  the  historian  were  effectively  placed  beyond  his  reach, 
although  much  of  it  was  quite  harmless  from  any  point  of  view. 
While  war  conditions  thus  continued  to  hamper  research,  and  were 
likely  to  do  so  for  many  years  to  come,  some  alternative  had  to  be 
found. 

Fortunately  such  an  alternative  was  at  hand  in  the  narrative, 
amply  supported  by  documentary  evidence,  of  those  who  had  played 
some  part  in  the  conduct  of  affairs  during  the  War,  or  who,  as  close 
observers  in  privileged  positions,  were  able  to  record  from  first-  or 
at  least  second-hand  knowledge  the  economic  history  of  different 
phases  of  the  Great  War,  and  of  its  effect  upon  society.  Thus  a 
series  of  monographs  was  planned  consisting  for  the  most  part  of 
unofficial  yet  authoritative  statements,  descriptive  or  historical, 
which  may  best  be  described  as  about  halfway  between  memoirs  and 
blue-books.  These  monographs  make  up  the  main  body  of  the  work 
assigned  so  far.  They  are  not  limited  to  contemporary  war-time 
studies ;  for  the  economic  history  of  the  War  must  deal  with  a  longer 
period  than  that  of  the  actual  fighting.  It  must  cover  the  years  of 
"deflation"  as  well,  at  least  sufficiently  to  secure  some  fairer  measure 
of  the  economic  displacement  than  is  possible  in  purely  contempo- 
rary judgments. 

With  this  phase  of  the  work,  the  editorial  problems  assumed  a  new 
aspect.  The  series  of  monographs  had  to  be  planned  primarily  with 
regard  to  the  availability  of  contributors,  rather  than  of  source 
material  as  in  the  case  of  most  histories ;  for  the  contributors  them- 
selves controlled  the  sources.  This  in  turn  involved  a  new  attitude 
toward  those  two  ideals  which  historians  have  sought  to  emphasize, 
consistency  and  objectivity.  In  order  to  bring  out  the  chief  contri- 
bution of  each  writer  it  was  impossible  to  keep  within  narrowly  logi- 
cal outlines ;  facts  would  have  to  be  repeated  in  different  settings 
and  seen  from  different  angles,  and  sections  included  which  do  not 
lie  within  the  strict  limits  of  history ;  and  absolute  objectivity  could 
not  be  obtained  in  every  part.  Under  the  stress  of  controversy  or 
apology,  partial  views  would  here  and  there  find  their  expression. 
But  these  views  are  in  some  instances  an  intrinsic  part  of  the  history 
itself,  contemporary  measurements  of  facts  as  significant  as  the 
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facts  with  which  they  deal.  Moreover,  the  work  as  a  whole  is  planned 
to  furnish  its  ow^l  corrective ;  and  where  it  does  not,  others  will. 

In  addition  to  the  monograpliic  treatment  of  source  material,  a 
number  of  studies  by  specialists  are  already  in  preparation,  dealing 
with  technical  or  limited  subjects,  historical  or  statistical.  These 
monographs  also  partake  to  some  extent  of  the  nature  of  first-hand 
material,  registering  as  they  do  the  data  of  history  close  enough  to 
the  source  to  permit  verification  in  ways  impossible  later.  But  they 
also  belong  to  that  constructive  process  by  which  history  passes 
from  analysis  to  synthesis.  The  process  is  a  long  and  difficult  one, 
however,  and  work  upon  it  has  only  just  begun.  To  quote  an  apt 
characterization ;  in  the  first  stages  of  a  history  like  this,  one  is  only 
"picking  cotton."  The  tangled  threads  of  events  have  still  to  be 
woven  into  the  pattern  of  history ;  and  for  this  creative  and  con- 
structive work  different  plans  and  organizations  may  be  needed. 

In  a  work  which  is  the  product  of  so  complex  and  varied  coopera- 
tion as  tliis,  it  is  impossible  to  indicate  in  any  but  a  most  general 
way  the  apportionment  of  responsibility  of  editors  and  authors  for 
the  contents  of  the  different  monographs.  For  the  plan  of  the  His- 
tory as  a  whole  and  its  effective  execution  the  General  Editor  is 
responsible ;  but  the  arrangement  of  the  detailed  programs  of  study 
has  been  largely  the  work  of  the  different  Editorial  Boards  and 
divisional  Editors,  who  have  also  read  the  manuscripts  prepared 
under  their  direction.  The  acceptance  of  a  monograph  in  this  series, 
however,  does  not  commit  the  editors  to  the  opinions  or  conclusions 
of  the  authors.  Like  other  editors,  they  are  asked  to  vouch  for  the 
scientific  merit,  the  appropriateness  and  usefulness  of  the  volumes 
admitted  to  the  series;  but  the  authors  are  naturally  free  to  make 
their  individual  contributions  in  their  own  way.  In  like  manner  the 
publication  of  the  monographs  does  not  commit  the  Endowment  to 
agreement  with  any  specific  conclusions  which  may  be  expressed 
therein.  The  responsibility  of  the  Endowment  is  to  History  itself — 
an  obligation  not  to  avoid  but  to  secure  and  preserve  variant  narra- 
tives and  points  of  view,  in  so  far  as  they  are  essential  for  the  under- 
standing of  the  War  as  a  whole. 

*  •  »  •  « 

In  the  case  of  Russia,  civil  war  and  revolution  followed  so  closely 
upon  the  World  War  that  it  is  almost  impossible  for  history  to 
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mecasure  with  an}'  degree  of  accuracy  the  effects  of  the  World  War 
itself  upon  the  economic  and  social  life  of  the  country.  Those  effects 
were  so  distorted  by  the  forces  let  loose  in  the  post-war  years  and  so 
confused  with  the  disturbances  of  the  revolutionary  era  that  the  at- 
tempt to  isolate  the  phenomena  of  the  War  from  the  data  of  civil 
war  and  to  analyze  the  former  according  to  the  plan  followed  in  the 
other  national  series  of  this  collection  has  been  a  task  of  unparalleled 
difficulty.  Over  and  above  the  intricacies  of  the  problem  and  its  illu- 
sive character,  the  authors  of  the  Russian  monographs  have  had  to 
work  under  the  most  discouraging  circumstances  and  with  inade- 
quate implements  of  research.  For  those  who  know  the  scarcity  of 
the  documentary  material  available,  it  will  be  a  matter  of  no  little 
surprise  to  find,  in  the  pages  of  this  Russian  Series,  narratives  and 
substantiating  data  which  measure  up  so  well  in  comparison  with 
those  prepared  by  the  collaborators  in  other  countries.  The  achieve- 
ment of  the  Russian  Division  of  the  History  is,  all  things  considered, 
the  most  remarkable  section  of  the  entire  collection.  This  is  due,  in 
the  first  place,  to  the  fact  that  the  authors,  all  of  them  exiles  who 
live  in  foreign  lands,  have  not  only  brought  to  this  task  the  scientific 
disciplines  of  their  own  special  fields  but  also  an  expert  knowledge 
drawn  from  personal  experience  which  in  several  instances  reached 
to  the  highest  offices  of  State. 

While  these  volumes  in  the  Russian  History  constitute  so  very 
considerable  an  achievement,  they  cannot  in  the  very  nature  of  the 
case  cover  with  adequate  statistical  or  other  specific  data  many  of 
the  jDroblems  with  which  they  deal.  No  one  is  more  conscious  of  their 
shortcomings  in  this  regard  than  the  authors  themselves.  Neverthe- 
less, with  inadequate  material  and  under  hampering  circumstances 
they  have  prepared  a  body  of  text  and  a  record  which,  if  admittedly 
incomplete  as  history,  contains  at  least  one  element  that  would  other- 
wise be  lost  for  the  future  understanding  of  this  great  crisis  in  human 
affairs,  an  element  which  no  other  generation  working  from  Russian 
archives  could  ever  supply.  We  have  here  the  mature  comment  upon 
events  by  contemporaries  capable  of  passing  judgment  and  apprais- 
ing values,  so  that  over  and  above  the  survey  of  phenomena  there  is 
presented  a  perspective  and  an  organization  of  material  which  will 
be  a  contribution  to  history  hardly  less  important  than  the  substance 
of  the  monographs. 

The  Russian  Series  was  in  the  first  instance  planned  by  one  of  the 
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most  distinguished  of  Russian  scholars  who  had  long  been  a  resident 
of  England,  Sir  Paul  Vinogradoff,  Corpus  Professor  of  Jurispru- 
dence at  the  University  of  Oxford.  To  the  planning  of  the  Series  Sir 
Paul  gave  much  time  and  thought.  His  untimely  death  in  December, 
1925,  prevented  him  from  seeing  its  fruition  or  from  assuming  the 
editorial  responsibility  for  the  texts.  Nevertheless,  the  Series  as  a 
whole  remains  substantially  as  he  had  planned  it. 

*  *  *  *  * 

The  volume  now  offered  to  the  public  deals  with  one  of  the  most 
intricate  and  also  one  of  the  most  important  problems  of  Russian 
war-time  economic  policy.  The  organization  of  food  supply  in  a 
country  so  vast  as  the  former  Russian  Empire,  so  rich  in  agricul- 
tural produce,  and  at  the  same  time  so  crippled  by  the  inadequacy  of 
her  technical  equipment,  the  disorganization  of  her  railroads,  profit- 
eering, and  the  inability  of  the  Government  to  shape  a  comprehen- 
sive food  policy,  presents  a  subject  of  fundamental  interest  to  the 
student  of  economic  liistory. 

The  Carnegie  Endowment  has  been  fortunate  to  secure  for  the 
carrying  out  of  this  tremendous  undertaking  the  collaboration  of 
men  eminently  fitted  for  the  task.  The  volume  has  been  written  under 
the  general  direction  of  Professor  Peter  B.  Struve,  Fellow  of  the 
Russian  Academy  of  Sciences,  whose  name  is  famihar  to  all  students 
of  economics.  It  is,  perhaps,  less  known  outside  Russia  that  from  the 
middle  of  1915  until  the  Revolution  of  March,  1917,  Professor 
Struve  acted  as  representative  of  the  All-Russian  Union  of  Zemstvos 
in  the  Special  Council  on  Food  Supply,  a  position  he  accepted  on 
the  request  of  the  late  Prince  George  E.  Lvov,  then  President  of  the 
All-Russian  Union  of  Zemstvos  and  eventually  President  of  the  Rus- 
sian Provisional  Government.  In  this  capacity  Professor  Struve 
took  an  immediate  part  in  the  shaping  of  Russia's  food  policy  during 
the  War.  In  addition  to  the  general  planning  and  direction  of  the 
volume  Professor  Struve  has  contributed  the  Introduction  in  which 
the  lessons  of  Russian  policy  of  food  control  are  considered  from  the 
point  of  view  of  the  general  economic  history  of  the  World  War. 

Part  I,  which  deals  with  the  organization  and  policy  of  food  sup- 
ply, has  been  prepared  by  K.  I.  Zaitsev,  formerly  Assistant  Ad- 
ministrator of  the  Special  Council  on  Food  Supply  and  head  of  the 
Department  of  Municipal  Economy  in  the  Ministry  of  the  Interior 
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under  the  Provisional  Government,  now  assistant  professor  at  the 
Russian  Faculty  of  Laws  in  Prague,  and  by  N.  V.  Dolinsky,  the 
learned  expert  of  the  Special  Council  on  Food  Supply,  later  attached 
to  the  Ministry  of  Food  Supply,  and  at  present  professor  at  the 
Academy  of  Commerce,  Varna,  Bulgaria. 

Part  II,  deahng  with  the  policy  of  prices,  has  been  prepared  by 
S.  S.  Demosthenov,  the  learned  expert  of  the  Special  Council  on 
Food  Supply ;  in  this  capacity  he  organized  an  investigation  into  the 
movement  of  prices  of  foodstuffs  during  the  War.  M.  Demosthenov 
is  now  professor  at  the  University  of  Sofia,  Bulgaria. 
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Russia,  like  most  other  countries,  was  not  prepared  for  the  War. 
But  leaving  aside  questions  of  political  responsibility  for  the  War — 
questions  that  do  not  fall  within  the  scope  of  the  present  work — it 
must  be  admitted  that  none  of  those  countries  which  were  drawn  into 
the  struggle  in  1914  had  been  prepared,  nor  could  they  be  prepared, 
for  a  war  which,  in  its  long  duration  and  economic  consequences, 
proved  a  real  surprise  to  all  the  belligerents.  Not  only  had  the 
economy  of  the  War  not  been  foreseen,  even  in  its  broad  features,  but, 
on  the  contrary,  the  general  view  regarding  its  economic  implica- 
tions was  based  upon  fallacious  assumptions,  all  of  which  were  to 
be  demolished  by  the  actual  course  of  events. 

As  regards  Russia,  tliese  fallacious  assumptions  were  of  two  kinds : 
partly  optimistic,  partly  pessimistic.  It  was  believed  that  the  eco- 
nomic backwardness  of  Russia  and  the  inadequate  development  of 
her  commerce  and  division  of  labor  ought  to  render  Russia  less  sensi- 
tive to  the  economic  shocks  of  war.  On  the  other  hand,  there  was  a 
widespread  notion  that  war  was  bound  to  aggravate  the  impoverish- 
ment of  the  people  and  tend  to  sap  the  strength  of  the  nation.  Both 
assumptions,  however,  although  in  different  degrees  and  in  different 
senses,  were  belied  by  the  results.  The  history  of  Russia's  war-time 
food  supply  is  so  instructive  precisely  because  it  reveals  a  previously 
unsuspected  complexity  of  economic  processes  at  work  even  in  back- 
ward Russia,  as  a  concomitant  of  the  War,  which  profoundly  af- 
fected all  aspects  of  her  economic  life. 

The  diversion  of  an  enormous  number  of  hands  from  productive 
and,  above  all,  agricultural  labor  to  war  purposes  proved  not  quite 
so  simple  as  might  have  been  imagined.  This  diversion,  of  course,  im- 
paired the  productive  power  of  agricultural  labor ;  but  it  involved 
also  the  shifting  of  the  responsibility  for  feeding  a  vast  number  of 
the  peasant  population  from  their  own  shoulders  to  those  of  the 
State.  Furthermore,  the  War  led  to  an  immense  actual  increase  in 
the  demand  for  agricultural  products. 

What  factors  determined  the  excess  of  actual  demand  for  aeri- 
cultural  produce  over  its  actual  supply  in  an  agricultural  country 
that  had  ceased  to  export  grain,  and  how  this  excess  manifested  it- 
self, will  be  discussed  in  Part  II  of  this  volume.  It  reveals  the  full 
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significance  of  the  fundamental  feature  of  Russia's  economic  system, 
as  affecting  her  war-time  organization :  it  shows  the  disproportion 
between  the  huge  agrarian  basis  of  the  country  and  its  flimsy  in- 
dustrial superstructure,  a  disproportion  plainly  indicative  of  Rus- 
sia's comparative  economic  backwardness  and  inferiority. 

The  condition  of  the  Russian  market  in  foodstuffs  during  the  War 
and  the  serious  difficulties  experienced  in  the  work  of  supply  were 
due  precisely  to  the  backwardness  and  inferiority  of  the  economic 
organization  of  the  country,  and  not  to  any  absolute  scarcity  of  ali- 
mentary resources.  Such  is  the  basic  conclusion  to  which  we  are  led 
by  the  careful  analysis  of  the  market  presented  in  this  volume.  The 
ratio  between  demand  and  supply  in  the  foodstuffs  market  was  far 
more  favorable  to  demand  in  Russia  than  it  was  in  the  Central  Powers 
and  in  the  United  States,  at  least  from  the  moment  when  it  became 
the  task  of  the  United  States  to  supply  most  of  the  foodstuffs  to  the 
countries  allied  against  Germany.  But  the  general  economic  back- 
wardness of  Russia  prevented  her  from  benefiting  by  this  favorable 
ratio.  This  result  was  due  in  an  important  degree — not  only  to  the 
so-called  disorganization  of  transport,  which  was  in  fact  merely  in- 
adequacy of  transport — but  also  to  the  insufficient  industrial  out- 
put of  the  country,  as  a  result  of  which  the  surplus  of  agricultural 
produce  was  met  by  a  less  than  adequate  supply  of  industrial 
produce. 

These  differences  in  the  Russian,  German,  and  American  war-time 
markets  for  agricultural  produce  determined  profound  differences 
in  price  policies  and  in  the  public  opinion  regarding  the  aims  of 
these  policies.  In  the  Russian  price  policy,  there  ruled  in  the  be- 
ginning, and  still  prevailed  for  a  long  time  afterward,  the  adminis- 
trative-fiscal point  of  view,  that  the  organs  of  government  should  re- 
ceive assistance  in  the  operation  of  supplying  the  needs  of  the  army. 
As  for  the  foodstuffs  market  in  its  broad  aspect,  that  is  to  say,  from 
the  point  of  view  of  the  population  as  a  whole,  the  Government  took 
almost  no  interest  whatever  in  it  during  this  period.  The  Govern- 
ment deliberately  adopted  that  division  of  prices,  one  for  the  Govern- 
ment (the  army)  and  another  for  the  population,  which  the  United 
States  rejected  upon  its  entry  into  the  War.  The  connection  existing 
between  the  special  war  market  and  the  general  market  in  foodstuffs 
was  ignored,  and  a  division  of  prices  was  even  thought  to  be  desirable 
in  the  interest  of  the  agricultural  producer.  This  point  of  view  was 
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adhered  to  by  the  Ministei-  of  Agriculture,  INI.  Krivoshein,  as  the 
writer  knows  tlu-ough  close  association  with  this  prominent  director 
of  Russia's  food  policy  during  the  War.  The  same  view  was  upheld 
by  the  very  able  M.  Rittikh,  the  last  Minister  of  Agriculture  in 
Imperial  Russia.  The  writer  himself  was  opposed  to  this  policy,  be- 
cause, as  an  economist,  he  regarded  the  very  idea  of  a  division  of  the 
market  and  of  prices  as  most  undesirable  and  dangerous. 

The  early  appearance,  in  the  German  price  policy,  of  the  idea  of 
a  "commensurate"  or  "proper"  price  {"dcr  angcmessene  Preis"), 
corresponding  to  the  idea  of  the  "fair  price"  of  the  canonists  and 
administrative  law  of  the  Middle  Ages,  is  absolutely  without 
analogy,  at  least  in  so  far  as  the  producer  is  concerned,  in  Russian 
price  policy  or  Russian  public  opinion.  On  the  other  hand,  Russian 
public  opinion,  and,  especially,  its  prevailing  liberal  trend,  were  ut- 
terly remote  from  those  considerations  regarding  the  importance  of 
setting  prices  that  could  serve  as  stimulants  of  production  which 
played  so  large  a  part  not  only  in  British  but  also — and  this  is  still 
more  noteworthy — in  the  price  policies  of  the  United  States ;  con- 
siderations which  found  such  clear  expression  in  the  laws  guarantee- 
ing minimum  prices  for  wheat.^  Until  the  outbreak  of  the  Revolution, 
Russian  public  opinion  had  no  conception  of  such  ideas,  as  the 
writer  had  occasion  to  discover  while  working  on  the  Special  Coun- 
cil on  Food  Supply.  As  regards  the  production  of  the  staple  food- 
stuffs, this  attitude  was  due,  in  a  certain  measure,  to  the  very  fa- 
vorable situation — from  an  abstract  point  of  view — of  the  Russian 
foodstuffs  market  at  the  time.  There  could  be  no  thought  even  of  any 
real  scarcity  of  foodstuffs  within  the  empire  as  a  whole.  The  idea  of 
using  prices  to  stimulate  production  remained  alien  to  the  Russian 
public  mind,  even  in  those  cases  where  it  would  have  been  not  only 
perfectly  legitimate  but  seemingly  the  obvious  thing  to  do. 

The  Russian  war-time  price  policy  in  the  domain  of  food  supply 
was  very  rudimentary  as  compared  with  that  adopted  either  in  Ger- 
many, Great  Britain,  or  the  United  States.  Accordingly,  "war 
economy,"  or  so-called  "military  socialism,"  in  the  matter  of  food- 
stuffs, never  attained  in  Russia  that  extensive  and  practical  develop- 
ment which  it  reached  in  Germany  and  the  other  belligerent  coun- 
tries. In  Russia,  there  seemed  to  be  no  necessity  for  so  strict  an  or- 

^  These  considerations  played  a  certain  part  also  in  German  price  policy. 
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ganization  of  the  economic  life,  and  especially  of  the  food  supply,  as 
had  been  inaugurated  in  Germany.  But,  to  begin  with,  which  is  even 
more  important,  Russia  had  no  possibility  of  trying  this  system.  The 
extensive  and  intensive  regulation  of  prices  practiced  by  Germany 
could  be,  and  actually  was,  established  only  upon  the  basis  of  (1)  a 
more  or  less  extensive  inventory  and  control  of  agricultural  stock, 
and  (2)  the  fixing  of  the  volume  of  agricultural  production.  In  the 
United  States,  again,  the  regulation  of  prices  could  be,  and  was, 
based  upon  the  regulation  and  utilization  of  the  entire  commercial 
machinery. 

In  Russia,  neither  system  was  practicable.  This  is  why  the  Rus- 
sian monopoly  was  doomed  to  failure  from  the  outset.  The  mass  of 
agricultural  producers  eluded  the  reach  of  the  State,  and  the  private 
grain-trading  machinery  under  government  control  was,  in  effect, 
gradually  demolished.  The  regulation  and  utilization  of  the  ma- 
chinery of  commerce  by  government  in  the  United  States  in  1917, 
and  its  disruption  and  destruction  in  revolutionary  Russia,  present 
a  most  striking  contrast,  which  is  highly  instructive  sociologically 
and  historically. 

The  insufficiency  of  the  railway  transport,  its  irremediable  in- 
adequacy for  the  exceptional  demands  of  an  exceptional  war,  re- 
sulted in  the  so-called  "permit  system  of  transportation."  Up  to  the 
Revolution,  this  system  functioned  more  or  less  smoothly,  palliating 
both  the  difficulties  of  transport  and  the  rising  prices  resulting  there- 
from. On  the  groundwork  of  this  system  we  ought  to  have  established 
our  whole  policy  of  supply  and  prices.  But  this  was  not  done  with 
the  proper  vigor  and  consistency  until  after  the  March  Revolution, 
and  then  it  was  too  late,  as  the  supply  organization  was  irretrievably 
swept  into  the  general  economic  chaos.  But  the  principal  obstacle  to 
a  sensible  price  policy  in  Russia  lay  in  the  lamentable  failure  of  both 
Government  and  public  opinion  to  grasp  these  two  fundamental  eco- 
nomic propositions:  (1)  a  war-time  price  policy  should  aim  at  the 
widest  possible  leveling  and  unification  of  prices,  because  their 
disparities  furnish  the  basis  for  speculation,  which  in  time  of  war 
is  left  without  the  automatic  correctives  of  peace-time;  (2)  the  price 
level  is  always  a  factor  determining  the  extent  of  production  and 
(effective)  supply.  The  inadequacy  of  transport  was  of  itself  suffi- 
cient to  disunite  the  market ;  the  tendency  of  the  organs  of  govern- 
ment to  exert  pressure  upon  prices  in  army  purchases,  in  favor  of 
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the  State,  disrupted,  as  we  have  already  pointed  out,  the  market 
entirely. 

The  history  of  the  establishment  of  fixed  prices  in  all  transactions, 
in  1916,  presents  a  great  deal  of  interest.  At  first,  not  only  the  rep- 
resentatives of  the  Government  (especially  those  of  the  State  Audit 
Department,  who  invariably  took  an  extreme  fiscal  attitude  in  the 
discussion  of  economic  problems)  in  local  conferences,  but  also  the 
representatives  of  non-official  organizations,  were  found  objecting 
in  a  large  number  of  instances  to  prices  that  seemed  too  high.  Then, 
after  the  work  had  been  transferred  to  the  Special  Council,  the  latter 
accomplished  a  truly  prodigious  task,  if  we  consider  the  short  time  at 
its  disposal,  in  obtaining  the  harvest  figures  for  1916  and  establish- 
ing the  actual  cost  of  grain  to  the  producer.  Also,  the  Special  Council 
collected  all  the  necessary  data  regarding  free  market  prices,  wages, 
etc.  The  project  of  fixed  prices  was  very  carefully  considered;  but, 
in  spite  of  all  haste,  it  could  not  be  completed  before  September, 
1916.  Thus  it  happened  that  the  producers,  awaiting  the  new  fixed 
prices  and  anxious  to  influence  them,  stopped  selling  grain  in  July 
and  caused  something  like  a  paralysis  of  the  market. 

Notwithstanding  these  ominous  symptoms,  public  agitation,  effec- 
tively supported  by  the  Government  in  the  person  of  the  Minister  of 
War,  sharply  criticized  the  prices  worked  out  by  the  secretariat  of 
the  Special  Council  on  Food  Supply  and  approved  by  the  majority 
of  that  Council.  A  joint  session  of  the  Special  Council  on  Food  Sup- 
ply and  the  Special  Council  on  National  Defense  revised  these  prices 
downward.  The  writer,  who  represented  the  All-Russian  Union  of 
Zemstvos  in  the  Special  Council,  was  unable,  for  personal  reasons,  to 
attend  this  session  and  he  formulated  his  view  in  the  press  as  follows : 

Being  in  favor  of  the  extension  of  fixed  prices  to  all  transactions,"  I 
consider  their  reduction  below  those  originally  proposed,  which  were 
established  by  a  congress  of  competent  representatives  and  approved 
by  the  Minister  of  Agriculture,  a  grave  economic  blunder.  The  situation 
of  the  grain  market,  created  by  the  specific  war-time  conditions  made 
it,  and  still  make  it,  necessary  to  avoid  most  scrupulously  the  fixing  of 
inadequate  rather  than  excessive  prices.  It  was  precisely  the  extension 
of  fixed  prices  to  all  transactions,  coupled  with  the  imperfect  adapta- 

^  The  need  of  solving  the  problem  in  this  sense  was  stressed  by  me  in  my 
report  to  the  congress  of  authorized  representatives  of  the  All-Russian  Union 
of  Zemstvos  in  the  spring  of  that  year. 
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tion  of  the  Government's  grain  purchasing  machinery  to  new,  immense 
problems,  that  dictated  the  greatest  circumspection  in  this  matter.  The 
stand  of  the  fiscal  branches  of  the  Government  may  be  understood  as 
they  have  always  been  opposed  to  an  extension  of  fixed  prices  to  all 
transactions.  These  departments  safeguard  the  immediate  fiscal  in- 
terests of  the  Crown,  seeing  to  it  that  the  Government  shall  pay  as  little 
as  possible  for  its  purchases.  But  I  cannot  regard  such  a  defense  of  the 
fiscal  interests  of  the  Crown  at  all  costs,  under  the  conditions  of  the 
World  War,  as  at  all  statesmanlike,  because  the  difficulties  of  supply 
that  are  inevitably  bound  to  follow  from  a  mistaken  price  policy  will 
ultimately  cost  the  State  far  more  than  any  excess  that  the  Govern- 
ment may  now  have  to  pay  on  its  purchases.  This  is  why  I  consider  the 
attitude  of  public  opinion  toward  fixed  prices,  in  devoting  attention 
merely  to  the  level  of  those  prices,  as  still  more  mistaken.  If  we  have  to 
choose  between  a  high,  even  excessive,  level  of  fixed  prices  and  the  mobili- 
zation of  an  enormous  requisitioning  organization  directed  against  the 
mass  of  agricultural  producers  who  hold  a  surplus  of  grain,  it  stands 
to  reason  that  what  we  should  fear  most  is  the  fixing  of  too  low,  or  even 
merely  inadequate,  prices.  This  is  the  more  certain  since  the  actual  cost 
cannot  be  established  with  any  degree  of  fairness  under  existing  condi- 
tions, and  the  computed  average  cost  of  production  is  in  danger  of 
proving  in  very  many  instances  lower  than  the  actual  cost  of  produc- 
tion. All  in  all,  it  is  to  be  regretted  that  the  question  of  a  price  level  for 
foodstuffs  in  time  of  war  should  have  become  the  object  of  something 
like  a  struggle,  and  that  advanced  public  opinion,  in  so  far  as  price 
levels  established  by  the  producers  themselves  are  concerned,  should 
have  shown  itself  incapable  of  realizing  that  the  very  possibility  of  ob- 
taining the  supplies  may  depend  upon  a  proper  fixing  of  prices,  and 
that,  considered  from  this  angle,  the  tendency  toward  a  reduction  of 
prices  is  simply  dangerous.  Such  a  tendency  is  still  less  justified  in  the 
present  case  since,  in  the  person  of  the  agricultural  producer,  we  are 
here  dealing  with  the  overwhelming  majority  of  the  Russian  people — 
the  peasantry.^ 

It  must  be  empliasized  that  the  persistent  agitation  against  al- 
leged exorbitant  grain  prices  was  carried  on  at  a  time  when  the  Rus- 
sian grain  market  was  in  a  state  of  paralysis  and  when  about  78  per 
cent  of  "commodit}'  grain,"  that  is,  grain  actually  sent  to  the  market 
from  provinces  with  a  surplus,  came  from  the  peasants,  that  is  to  say, 
was  grain  raised  by  small  farmers. 

Indeed,  as  we  look  back  today  and  try  to  reconstruct  the  history 

^  Cf.  Russhaya  Misl,  Moscow-Petrograd,  October,  1916,  pp.  5-6. 
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of  the  Russian  food  supply  during  the  War,  the  pressure  in  favor 
of  lower  food  prices  and  the  recommendation  of  a  compulsory  fixing 
of  these  prices  at  a  low  level,  to  be  reinforced  by  the  right  of  requisi- 
tion, strike  us  almost  like  a  social  psj'chosis.  There  seems  to  have 
been  at  work  some  kind  of  unlimited  faith  in  the  power  of  the  official 
fiat  to  render  economic  laws  inoperative ! 

In  the  levying  operations  of  IVI.  Rittikh,  Minister  of  Agriculture, 
the  principle  of  a  compulsory  alienation  of  grain  from  the  growers 
was  complicated  by  a  system  of  bonuses  for  prompt  delivery,  amount- 
ing in  fact  to  a  raising  of  those  very  same  fixed  prices  which  had 
been  reduced  but  a  short  time  previously  under  the  pressure  of  the 
public  opinion  to  which  we  have  just  referred.  This  increase  in  the 
actual  prices  tended  somewhat  to  mitigate  the  unfavorable  aspects 
of  the  levy. 

At  the  present  day  it  is  perfectly  obvious  that  neither  the  "split- 
ting" of  prices  originally  sponsored  by  the  Government,  which  took 
charge  of  the  food  supply — a  policy  defended  to  the  last  by  some 
large  landed  interests,  nor  regulation  designed  to  keep  prices  com- 
pulsoril}'  at  a  low  level  or  even  to  effect  the  further  reduction  fa- 
vored by  progressive  public  opinion  and  the  military  bureaucracy, 
could  have  met  the  actual  demand  for  foodstuffs  on  the  Russian  mar- 
ket. In  retrospect,  it  seems  clear  that  the  only  sound  price  regulation 
during  that  period  would  have  consisted  in  guaranteeing  to  the 
peasant  liberal  minimum  prices  for  a  stated  length  of  time,  coupled 
with  the  simultaneous  provision  of  maximum  prices  for  a  stated 
length  of  time ;  in  addition  to  this,  the  Government  should  have  re- 
served to  itself  and  openly  proclaimed  the  right  to  reduce  at  the  ex- 
piration of  the  stated  term  the  minimum  as  well  as  the  maximum. 
Whether  such  a  system  would  have  succeeded  or  not,  the  fact  remains 
that  it  would  have  made  it  possible  to  try  the  experiment  of  price 
regulation  with  the  least  risk  of  discouraging  the  market. 

Still,  the  fundamental  difficulties  in  the  organization  of  the  war- 
time food  supply  were  caused  neither  by  the  mistakes  of  the  Govern- 
ment nor  by  the  fallacies  of  a  public  opinion  unaccustomed  to  prac- 
tical economic  reasoning.  These  diflSculties  were  found  rather  in  the 
palpable  and  striking  disparity  between  the  agricultural  production 
of  a  country  isolated  from  its  foreign  markets,  and  its  industrial 
machinery,  which  had  been  suddenly  called  upon  to  satisfy  an  enor- 
mous, almost  insatiable  war  demand. 
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Russia  did  not  suffer  during  tlie  War  any  agi-icultural  decline, 
but  rather  her  agriculture  was  confronted  with  an  inadequate  com- 
modity demand  for  its  output.  The  diversion  of  farm  labor  to  the 
army,  although  curtailing  production,  proved  entirely  incapable, 
for  the  reasons  previously  stated,  of  offsetting  this  actual  limitation 
of  the  demand  due  to  inadequate  transport  facilities  and,  still  more, 
to  the  insufficiencies  of  the  industrial  equipment. 

Essentially,  however,  tliis  economic  difficulty  did  not  partake  of 
the  nature  of  a  catastrophe.  Although  this  is  not  a  general  history 
of  Russia  during  the  War,  one  may  venture  to  suggest  that  the  stu- 
dent of  economic  factors  will  not  ascribe  the  political  catastrophe 
that  overwhelmed  Russia  in  1917  to  the  economic  condition  of  the 
country  in  general  and  its  food  situation  in  particular.  For  an  ex- 
planation of  the  Revolution,  first  and  foremost,  the  political  forces 
should  be  considered.  Herein  lies  the  profound  difference  between 
Russia's  war-time  economy  and  that  of  the  Central  Powers,  whose 
defeat  was  almost  automatically  prejiared  by  the  inexorable  march 
of  economic  forces  and,  especially,  by  those  of  the  food  supply.  And 
even  more :  to  a  certain  extent,  both  the  long  duration  and  the  nature 
of  the  Russian  civil  war  of  1917  (resistance  of  the  fertile  South  and 
East  to  the  deficient  and  industrialized  North)  are  to  be  explained 
precisely  by  a  very  heavy  accumulation  during  the  World  War  of 
foodstuffs  in  vast  areas — an  accumulation  the  cause  of  which  must, 
in  turn,  be  sought  in  the  standstill  of  exports  and  the  inadequacy  of 
industrial  production  during  the  same  period.  Here  was  not  a  case 
of  anaemia  but  rather  a  pathological  blood  congestion  of  agriculture, 
and  it  may  be  said  that  the  war-time  accumulations  of  all  stocks  in 
general  and  of  foodstuffs  in  particular  sustained  the  civil  war  of 
1917  and  succeeding  years. 

Such  is  the  objective,  purely  economic  relation  between  phenomena 
disclosed  by  the  historical  presentation  and  the  theoretical  analysis 
of  the  food  supply  of  Russia  during  the  World  War.  This  relation 
is  very  far,  indeed,  from  the  usual  formulas  that  journahsts  apply  to 
the  interpretation  of  these  phenomena. 

Peter  B.  Struve. 
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ORGANIZATION  OF  FOOD  SUPPLY 
I.  GENERAL  ORGANS 

First  Organization  of  Supply. 

When  the  War  broke  out,  no  one  was  able  to  foresee  its  duration  nor 
the  strain  that  it  would  impose  on  the  country.  In  particular,  the 
extensive  intervention  of  the  Government  in  the  economic  field,  for 
the  purpose  of  provisioning  the  army,  was  by  no  means  due  to  any 
preconceived  and  systematically  evolved  plan,  but  came  about 
through  a  succession  of  concrete  measures  imperatively  dictated  by 
the  exigencies  of  the  moment.  It  was  only  the  aggregate  of  all  these 
measures,  the  result  of  a  complex  and  gradual  process  unforeseen 
by  the  authors  and  executors  of  those  measures,  which  was  to  assume 
the  form  of  a  complete  system  of  governmental  regulation  of  the 
economic  life  of  the  nation,  on  an  unexpected  and  unprecedented 
scale. 

Part  I  has  been  prepared  mostly  from  official  publications  of  the  Special 
Council  on  Food  Supply  and  of  its  successor,  the  Ministry  of  Food  Supply. 
Use  has  been  made  also  of  a  number  of  publications  issued  by  the  Union  of 
Towns,  the  Union  of  Zemstvos,  and  of  Trudi  KommissH  po  Izuchenyu  Sov- 
rcmennoi  Dorogovizni  {IVorks  of  the  Committee  for  the  Study  of  the  Present 
High  Cost  of  Living),  publislied  by  the  Chuprov  Society.  Among  post-war 
sources  the  following  were  particularly  valuable:  Narodnoe  Khozyaistvo  v 

1916  Godu  (National  Economy  in  1916),  published  by  the  Institute  of  Eco- 
nomic Research,  Petrograd,  1920-1921  ;  N.  D.  Kondratev,  Rinok  Khlehov  i 
Ego  Rcgulirovanie  tw  Vremya  Foini  i  Revolutsii  {The  Grain  Market  and  Its 
liegidation  during  the  War  and  the  Revolution) ,  Moscow,  1922. 

Among  the  official  publications  the  following  must  be  mentioned:  G.  K. 
Guins,  UzaJconenya  i  Rasporyazhenya  po  Prodovolstvennomu  Delu  za  1914-- 

1917  Godi  (Lares  and  Ordinances  concerning  the  Food  Supply  Organiza- 
tion), Part  I,  Petrograd,  1917;  Obzor  Deyatelnosti  Osobago  Suveshchanya 
(Reports  of  the  Special  Council),  for  the  period  from  August  17,  1915,  to 
February  17,  1916,  together  with  supplements  covering  the  three  following 
months ;  tlie  periodical  publications  of  the  central  organs  for  food  supply, 
which  appeared  under  various  titles,  covering  the  jjcriod  up  to  the  Bol- 
shevik revolution. 

Other  bibliographical  references  will  be  found  in  footnotes. 
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From  the  very  beginning  of  the  War,  the  enormous  size  of  the 
army  called  to  the  colors  was  seen  to  be  out  of  all  proportion  to  the 
regular  supply  organization  of  the  War  Department — the  Army 
Supply  Department — and  the  result  was  that,  immediately  after 
the  declaration  of  war,  the  Council  of  Ministers,  by  a  resolution  of 
August  1,  1914,^  laid  the  duty  of  assembling  food  and  fodder  for 
the  needs  of  the  army  upon  a  civilian  department,  the  Department 
of  Agriculture  (subsequently  known  as  the  Ministry  of  Agricul- 
ture). This  department  was  the  most  efficient  in  a  bureaucratic 
sense,  and  its  chief  was  M.  Krivoshein,  the  most  distinguished  mem- 
ber of  the  Council  of  Ministers  at  that  time  and,  generally  speaking, 
one  of  the  greatest  Russian  statesmen  of  the  close  of  the  nineteenth 
and  beginning  of  the  twentieth  century.  The  choice  was  dictated,  in 
part,  by  the  consideration  that  he  enjoyed  the  confidence  and  respect 
not  only  of  the  Emperor  and  of  government  circles,  but  also  of  the 
general  public.  For  it  was  intended  that  the  newly  created  supply 
organization  should  be  supported  not  only  by  the  bureaucracy,  but 
by  public  enterprise  as  well.  In  addition  to  the  many  local  representa- 
tives of  the  Ministry  of  Agriculture  and  of  other  government  de- 
partments, such  as  local  bank  inspectors,  officials  of  the  Ministry 
of  Finance  and  of  the  food  supply  section  of  the  Ministry  of  the  In- 
terior, managers  of  State  Bank  granaries  and  others,  the  coopera- 
tion of  the  zemstvo  institutions  and  of  the  communal,  agrarian,  and 
financial  organizations  was  to  be  enlisted  in  the  supply  work.  The 
unofficial  organizations  were  to  participate  in  three  different  ways. 
The  main  pivots  of  the  supply  system  were  the  commissioners  of  the 
Department  of  Agriculture.  All  commissioners  were  selected  and 
appointed  directly  by  the  head  of  the  Department  of  Agriculture. 
He  was  free  to  appoint  to  these  posts  local  provincial  governors  or 
his  own  officials ;  or  he  might  offer  the  appointment  to  some  public 
leader,  either  a  member  of  the  State  Duma,  or  a  president  or  other 
member  of  a  provincial  zemstvo  board,  or  a  member  of  a  commercial 
exchange  committee,  and  so  on.  As  a  matter  of  fact,  a  large  propor- 
tion of  commissioners — and  an  overwhelming  majority  of  them  in 
those  provinces  which  were  of  primary  importance  to  the  food 

^  All  dates  in  this  volume  are  given  in  accordance  with  the  Russian 
calendar. 
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supply — were  selected  among  public  men,  especially  among  those 
connected  with  the  zemstvos/ 

This  was  a  personal  form  of  participation  in  the  supply  work  by 
representatives  of  the  general  public.  But  the  zemstvos  as  well  as 
other  organizations  were  permitted  to  share  also  in  their  corporate 
capacity.  Thus,  for  instance,  they  might  be  commissioned  to  make 
purchases  and  collect  supplies.  As  institutions,  they  were  empowered 
to  undertake  some  more  or  less  responsible  tasks  in  the  supply  cam- 
paign. In  these  instances  the  zemstvos  or  other  public  organizations 
had  the  right  to  delegate  their  own  representatives  to  the  receiving 
commissions,  thus  taking  part  in  the  supply  work  under  a  third 
form — that  of  being  officially  represented  in  the  supply  administra- 
tion. This  kind  of  representation  was  specially  provided  for,  apart 
from  the  direct  share  of  the  zemstvos  in  the  work  of  supply.  Within 
the  territory  of  a  district  commissioner  the  zemstvo  might  have  a 
representative  of  its  own,  who  would  assist  the  commissioner  in  solv- 
ing his  problems.* 

These  fundamental  features  of  the  supply  organization,  adopted 
practically  from  the  first  day  of  the  War,  were  preserved  right  up 
to  the  Revolution. 

As  regards  the  organization  at  the  center,  two  basic  organs  for  the 
administration  of  purchases  and  storage  were  formed  at  the  Ministry 
of  Agriculture.  The  one  consisted  of  the  High  Commissioner  for 
Grain  and  Fodder  Purchases  for  the  Army  (whose  condensed  tele- 
graphic address,  Khleharmya — from  TcJileh — grain,  and  armya — 
army — was  commonly  used  to  designate  the  entire  organization), 
with  his  secretariat;  the  other  was  composed  of  the  High  Commis- 

*  At  the  beginning  of  the  campaign  of  1916-1917  the  commissioners  were: 
5  provincial  governors,  22  presidents  of  provincial  zemstvo  boards,  3  mem- 
bers of  the  State  Council,  6  members  of  the  Duma,  2  presidents  of  exchange 
committees,  and  14  others. 

*  The  broad  public  character  of  the  supply  organization  was  emphasized 
by  the  High  Commissioner,  M.  Glinka,  at  the  commissioners'  convention  in 
August,  1916,  when  he  said:  "I  must  point  out  that  this  whole  organization, 
as  stated  repeatedly  on  former  occasions,  has  one  extraordinary  feature:  it 
is  not  definitely  subordinated  to  the  department,  but  rests  entirely  upon  the 
free  will  of  its  members  to  render  service  to  the  cause  of  provisioning  our 
gallant  troops.  My  position  as  High  Commissioner,  called  upon  to  furnish 
instructions  and  directions  to  the  local  commissioners,  has  been  most  unusual 
and  might  have  been  exceedingly  difficult,  when  we  consider  that  it  lacks 
real  authority." 
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sioner  for  Meat,  Fish,  and  Vegetable  Purchases  for  the  Army,  with 
his  own  secretariat.  The  first  High  Commissioners  were  the  Asso- 
ciate Minister  of  Agriculture,  M.  Ghnka,  and  the  member  of  the 
Minister's  Council,  S.  N.  Lenin,  the  former  of  whom  played  a  lead- 
ing part  in  the  supply  of  the  army  during  the  highly  responsible 
period  of  the  first  two  years  of  the  War. 

There  was  now  feverish  activity.  As  Krivoshein  said,  the  distinc- 
tion between  "we"  and  "they,"  which  had  been  customary  in  Russia 
when  speaking  of  the  bureaucracy,  on  the  one  hand,  and  the  public, 
on  the  other,  was  obliterated  and  discarded.  The  buying  and  storing 
of  supplies  went  on  apace.  The  relations  between  the  Army  Supply 
Department  and  the  new,  civilian  supply  organization  of  the  army 
were  established  on  the  following  simple  basis :  the  War  Department 
was  to  order  whatever  supply  of  foodstuffs  it  might  require  for  a 
definite  period,  and  it  was  to  receive  and  distribute  among  the  troops 
the  supplies  that  were  already  stored.  The  Department  of  Agricul- 
ture, with  its  commissioners,  executed  the  orders,  that  is,  purchased 
and  collected  the  required  supplies,  and  delivered  them  at  whatever 
points  it  was  directed  to  do  so.  This  arrangement  was  retained  all 
through  the  following  period.  Broadly  speaking  the  whole  vast  or- 
ganization of  the  food  supply  was  to  become  merely  a  further  de- 
velopment and  expansion  of  the  original  organization  just  de- 
scribed, but  chiefly  of  the  Klileharmya. 

Difficulties  in  the  Work  of  Supply. 

The  immense  food  supplies  left  in  the  country  as  a  consequence  of 
the  closing  of  the  export  market,  which,  previous  to  the  War,  had  ab- 
sorbed a  considerable  surplus,  would  apparently  have  obviated  the 
necessity  for  extraordinary  measures  to  assure  an  adequate  supply 
for  the  army.  But  it  proved  otherwise  in  practice.  For  reasons  de- 
tailed elsewhere  in  the  present  volume,  the  free  market  failed  to  bring 
forth  the  necessary  supplies  with  sufficient  promptitude,  but  de- 
manded, expected,  and  brought  about  higher  prices.  The  urgency 
of  the  orders  given  to  the  purchasing  organs  made  it  impossible  to 
apply  the  usual  methods  against  price-raising  tendencies,  namely, 
consistency  and  patience ;  and  the  vast  volume  of  orders,  and,  most 
important  of  all,  the  continuous  demand  for  supplies,  did  not  permit 
of  the  offer  of  higher  prices  with  a  view  to  a  sudden  withdrawal  from 
the  market  after  the  needed  supplies  had  been  obtained.  Increases 
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of  price,  leaving  the  sellers  to  expect  further  increases  in  the  near 
future,  only  aggravated  the  tightness  of  the  market  and  thus  com- 
pleted the  vicious  circle  of  the  price  policy. 

Introduction  of  Compulsory  M easures. 

As  early  as  February,  1915,  a  conference  of  purchasing  commis- 
sioners placed  on  record  the  emphatic  statement  that  the  work  could 
not  be  carried  on  exclusively  on  a  normal  commercial  basis.  This 
view  was  strongly  supported  by  the  War  Department,  and  as  a  result 
was  promulgated  the  highly  important  Imperial  ukase  of  February 
17,  1915,  committing  the  Government  to  compulsory  regulation  of 
the  food  supply.  Under  the  provisions  of  this  decree,  the  commanders 
of  the  several  military  districts  of  the  country  were  empowered,  in 
agreement  with  the  provincial  governors  and  the  commissioners  of 
the  Ministry  of  Agriculture,  ( 1 )  to  prohibit  the  removal  of  supplies 
required  by  the  army  to  other  markets ;  (2)  to  fix  prices  of  food  and 
fodder  products  for  the  needs  of  the  army;  (3)  to  requisition,  at  a 
price  reduced  by  15  per  cent,  if  the  owner  refused  to  sell  at  the  fixed 
price.  This  placed  a  very  powerful  weapon  in  the  hands  of  the  supply 
authorities.  The  embargo,  severing  the  connection  between  a  given 
area  and  other  markets,  temporarily  isolated  that  area,  thus  creating 
a  considerable  additional  incentive  to  deal  with  the  local  government 
buyers.  The  establishment  of  obligatory  prices,  coupled  with  the 
sanctioning  of  requisitions  at  even  lower  rates,  gave  the  owners  of 
visible  supplies  cogent  reasons  for  not  delaying  the  legitimate  dis- 
posal of  those  supplies.  The  commissioners,  thanks  to  the  orders 
issued  by  the  military  authorities,  were  now  given  some  real  power  to 
deal  with  visible  stocks  of  foodstuffs.  The  favorable  results  were  not 
slow  in  showing  themselves,  and  during  the  next  few  months  the  pur- 
chasing operations  proceeded  successfully. 

This  success,  however,  was  to  prove  ephemeral,  and  was  achieved 
at  a  very  high  cost.  The  principal  areas  of  supply  were  found  to  be 
suffering  from  the  uncoordinated,  often  purely  casual  and  ill-con- 
sidered, and  too  drastic,  orders  of  the  military  authorities.  The  em- 
bargoes disorganized  the  economic  exchange  of  the  country,  arbi- 
trarily excluding  from  this  exchange  the  normal  sources  of  supply, 
which  were  sometimes  the  only  sources  available.  The  threat  of 
requisition  at  fixed,  punitive  rates  tended  to  paralyze  the  process  of 
accumulation  of  visible  supplies.  Besides,  the  policy  of  isolating  the 
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suppl}'  areas  by  means  of  an  embargo  could  naturally  not  be  main- 
tained consistently:  prices  in  the  consuming  areas,  when  the  latter 
were  already  practicall}^  isolated  owing  to  the  reduced  capacity  of 
the  railways  to  cari-y  private  consignments,  were  still  further  in- 
creased by  the  embargoes ;  for  these  automatically  produced  a  still 
heavier  demand,  which  was  prepared  to  pay  even  higher  prices  if 
only  it  could  get  the  supplies  moved  from  the  closed  territory.  Two 
different  types  of  dualism  now  make  their  appearance  in  price  scales, 
to  remain  the  characteristic  feature  of  the  entire  succeeding  period : 
first,  a  disparity  of  prices  as  between  producing  and  consuming 
areas ;  second,  a  disparity  of  prices  as  between  those  fixed  officially 
and  applied  to  government  purchases,  and  the  free,  competitive 
market  prices  in  private  transactions  within  the  same  supply  area. 
The  problem  of  the  high  cost  of  living  presented  itself  in  the  con- 
suming regions,  worrying  and  perplexing  the  local  authorities  and 
public,  compelling  at  last  the  local  interests  to  protest  against  the 
embargoes  and  even  to  defy  them  by  going  to  the  prohibited  markets 
to  fetch  for  themselves  the  required  supplies. 

It  was  becoming  evident  that  it  would  be  impossible  to  procure 
supplies  for  the  army  if  the  part  played  by  the  supply  areas  in 
the  economic  life  of  the  nation  as  a  whole  was  to  be  utterly  disre- 
garded. The  force  of  circumstances  was  such  as  to  lead  irresistibly 
from  uncoordinated  and  casual  local  measures  toward  some  well- 
considered  and  coordinated  policy  of  supply  under  some  centralized 
control.  The  public  mind  had  as  yet  failed  to  grasp  the  complexity 
and  magnitude  of  the  task.  But  these  were  none  the  less  real.  No 
longer  was  Russia  to  be  permitted  to  remain  something  like  a  federa- 
tion of  military  districts,  each  with  its  own  policy  dictated  by  the 
immediate  needs  of  purely  local  army  supply  and,  moreover,  with 
the  military  chiefs  holding  purely  personal  views  as  to  the  extent  of 
these  needs  and  the  manner  of  satisfying  them.  This  state  of  things 
was  the  less  tolerable  since  the  military  authorities  were  inclined  to 
underestimate  the  importance  of  the  rear  as  compared  Avith  the 
front;  for  the  sake  of  momentary  results  in  their  own  supply  work, 
they  had  no  compunction  in  ruthlessly  cutting  the  most  vital  eco- 
nomic threads  and  connections,  injecting  into  the  delicate  and  com- 
plicated task  of  supply  their  military  simplicity  and  finality,  and 
greatly  exaggerating  the  importance  of  orders  and  prohibitions  in 
the  economic  field. 
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New  Problems. 

A  new  phase  was  beginning  in  the  organization  of  supply,  and  it 
was  hastened  by  the  following  three  tendencies  that  were  making 
themselves  felt  more  and  more.  In  the  first  place,  there  was  the  need 
of  some  kind  of  coordination  and  mitigation  of  the  drastic  measures 
prescribed  by  the  ukase  of  February  17,  1915.  In  the  second  place, 
the  application  of  these  measures  had  somehow  to  be  demilitarized 
and  at  the  same  time  brought  into  closer  relation  with  the  supply 
problems  of  the  population  at  large.  In  the  third  place,  as  a  logical 
consequence  of  the  second  point,  there  arose  the  separate  problem  of 
supplying  the  needs  of  the  population :  parallel  with  the  pi'oblem  of 
supplying  the  army,  the  time  had  come  also  to  consider  the  stupen- 
dous task  of  fighting  the  rising  cost  of  Hving  in  the  consuming  areas. 

The  Principal  Committee  on  Food  Supply. 

All  these  problems  required  that  a  single  center  should  be  devoted 
to  their  study  and  solution.  On  May  19,  1915,  by  resolution  of  the 
Council  of  Ministers  adopted  in  conformity  with  Article  87^  of  the 
Fundamental  Laws  and  ratified  by  the  Emperor,  such  a  center  was 
created,  composed  of  the  Minister  of  Commerce  and  Industry  and 
the  Principal  Committee  on  Food  Supply  organized  under  his  juris- 
diction. This  organization  was  now  entrusted  with  the  general  direc- 
tion of  the  work  of  food  supply  throughout  the  empire,  assisted  by 
the  grant  of  very  extensive  powers  in  its  dealings  with  the  military 
and  civil  authorities  and  with  the  population  at  large. 

However,  the  Principal  Committee  on  Food  Supply  had  not  even 
commenced  to  function  when  it  was  abolished.  This  was  in  conse- 
quence of  the  creation  of  other  centers,  which  were  to  manage  the 
entire  business  of  supplying  the  needs  of  the  War  down  to  the  March 
Revolution. 

The  Special  Councils. 

On  June  19,  1915,  the  State  Duma  was  again  convoked.  It  was 
asked  to  consider  a  bill  for  the  creation  of  a  Special  Council,  under 

^  Article  87  enabled  the  Government  to  issue,  during  recesses  of  the  Duma 
and  State  Council,  decrees  on  such  subjects  as  would  ordinarily  require 
legislative  consideration,  if  extraordinary  circumstances  appeared  to  make  it 
imperative. 
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the  chairmanship  of  the  Minister  of  War,  which  should  serve  as  a 
kind  of  clearing  house,  or  unifying  center,  for  all  problems  besetting 
the  Government  in  connection  with  the  War,  in  all  their  complexity, 
both  in  the  military  and  economic  field.  The  Duma,  however,  deemed 
it  undesirable  to  establish  so  far-reaching  a  centralization,  which  was 
to  be  adjusted  especially  to  the  functions  of  the  military  establish- 
ment; instead,  the  Duma  sponsored  the  plan  of  creating  several 
centers  under  the  appropriate  government  departments,  to  deal  with 
the  basic  supply  problems.  The  result  was  that  four  of  the  so-called 
Special  Councils  were  formed:  (1)  the  Special  Council  on  National 
Defense,  under  the  Ministry  of  War,  (2)  the  Special  Council  on 
Transport,  under  the  Ministry  of  Transport,  (3)  the  Special  Coun- 
cil on  Fuel,  under  the  Ministry  of  Commerce  and  Industry,  (4)  the 
Special  Council  on  Food  Supply,  under  the  Department  of  Agricul- 
ture. The  last-named  Council  naturally  superseded  the  Principal 
Committee  on  Food  Supply.  The  law  establishing  these  Special 
Councils  was  confirmed  by  the  Emperor  on  August  17,  and  on  the 
19th  it  was  officially  pubHshed.  On  August  31,  the  Special  Council  on 
Food  Supply,  presided  over  by  M.  Krivoshein,  held  its  first  session. 

All  Special  Councils  were  organized  on  the  same  pattern.  They 
ranked  among  the  highest  organs  of  the  State ;  no  government  insti- 
tution or  official  could  issue  orders  to  them  or  demand  an  account  of 
them.  At  their  head  stood  the  corresponding  Ministers,  and  their 
membership  included  representatives  of  the  government  departments 
concerned,  of  the  State  Duma  and  State  Council,  and  of  certain  pub- 
lic organizations  especially  devoted  to  the  work  of  supplying  the 
needs  of  the  army.  The  latter  organizations  were:  the  All-Russian 
Unions  of  Zemstvos  and  of  Towns,  and  the  war  industries  commit- 
tees." The  Chairman  of  the  Special  Council  was  at  liberty  to  invite 
to  its  sessions  any  person  whose  presence  might  seem  to  him  useful, 
in  particular — and  this  was  expressly  provided  for  by  the  law — 
representatives  of  organized  trade  and  industry. 

The  Special  Council  might  appoint  its  own  committees,  their  num- 

^  The  Special  Council  on  Food  Supply  had  24  members:  7  members  of 
the  Duma,  7  members  of  the  State  Council,  2  representatives  of  the  Unions 
of  Zemstvos  and  of  Towns,  8  representatives  of  government  departments  in- 
cluding 3  representatives  of  the  Department  of  Agriculture.  There  were 
tlms  16  representatives  of  the  general  public  against  8  representatives  of  the 
Government. 
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ber  and  purpose  to  be  determined  by  the  Chairman  after  discussion 
with  the  Councih  The  members  of  committees  were  chosen  b}'  the 
Council,  and  the  chairmen  were  appointed  by  the  Chairman  of  the 
CounciL  A  committee  chairman  might  invite  to  the  meetings  of  the 
committee  any  person  he  considered  useful,  while  those  members  of 
the  Special  Council  who  were  not  included  in  the  committee  had  the 
right  to  be  present  at  its  meetings.  Matters  brought  forward  on  the 
initiative  of  individual  members  might  be  submitted  to  the  Council 
for  discussion  only  if  recommended  by  the  Chairman.  The  secretariat 
of  the  Special  Council  was  made  part  of  the  corresponding  govern- 
ment department.  The  object  of  each  Special  Council  was  stated  to 
be  the  "discussion  and  coordination"  of  all  measures  belonging  to 
its  own  domain  of  supply  work.  To  realize  this  object,  the  Chairman 
of  the  Special  Council  was  armed  with  a  veritable  arsenal  of  plenipo- 
tentiary powers  to  deal  with  the  military  and  civil  authorities,  as 
well  as  with  the  population  in  general. 

We  shall  now  examine  in  detail  the  powers  thus  conferred  upon  the 
Chairman  of  the  Special  Council  on  Food  Supply.  He  was  authorized 
(1)  to  require  of  all  government,  municipal,  and  public  institutions 
and  individuals  their  cooperation  in  the  execution  of  the  duties  im- 
posed upon  the  Special  Council;  (2)  to  require  of  all  firms  and  un- 
dertakings, including  those  privately  owned,  that  they  should  accept 
and  execute  orders  and  deliveries  in  preference  to  all  other  orders 
and  deliveries,  even  if  the  latter  had  been  agreed  to  already,  and  to 
require  exhaustive  information  about  the  business  of  such  entei'- 
prises;  (3)  to  demand  of  all  persons  and  institutions  storage  room 
for  food  and  forage,  excepting  railway  warehouses  intended  for  the 
storage  of  ordinary  consignments;  (4)  to  requisition  all  such  enter- 
prises and  storage  facilities;  (5)  to  carry  out,  with  the  assistance  of 
specially  authorized  individuals,  an  inspection  of  commercial  and 
industrial  undertakings,  and  insist  that  they  produce  their  books 
and  documents  to  show  the  amount  of  food  and  fodder  supplies  in 
their  possession,  and  the  obligations  assumed  by  them  in  order  to  ob- 
tain or  deliver  such  supplies ;  also,  to  demand  copies  of  such  books 
and  documents,  in  order  to  extract  from  them  the  required  informa- 
tion;  (6)  to  permit  the  collection  of  food  and  forage  supplies  by 
any  means  and  on  any  condition,  without  any  limitation  of  cost ;  (7) 
to  overrule  orders  and  dispositions  of  all  governmental  and  other  in- 
stitutions affecting  (a)  the  collection,  shipment,  and  distribution  of 
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foodstuffs  intended  for  the  relief  of  the  urban  and  rural  population, 
(b)  the  establishment  of  rules  and  regulations,  in  various  localities, 
for  the  trade  in  foodstuffs  and  for  hmited  or  compulsory  prices  in 
selling  such  foodstuffs;  (8)  to  take  inventories  of  food  and  fodder 
supplies  throughout  the  empire,  as  well  as  in  separate  localities, 
prescribe  the  method  of  obtaining  such  information,  and  check  the 
supplies  on  hand;  (9)  to  issue  temporary  regulations  for  storage 
and  for  embargoes  on  the  exportation  of  food  and  fodder  from  the 
empire  as  a  whole,  or  from  specified  localities;  (10)  to  order  general 
as  well  as  specific  requisitions  of  foodstuffs,  fodder,  seeds,  bags,  and 
sacks,  and  determine  the  manner  of  requisition  and  of  payment  for 
pi'oducts  so  requisitioned;  (11)  to  calculate  the  credits  required  to 
carry  out  all  measures  connected  with  the  work  of  the  food  supply 
organization,  determine  the  order  in  which  such  credits  should  be 
apportioned,  the  method  of  accounting,  and  settle  all  problems  con- 
nected with  the  conclusion  and  execution  of  government  contracts  in 
the  domain  of  food  supply. 

All  these  powers  were  granted  by  law  to  the  Chairman  of  the 
Special  Council,  whose  authority  in  this  way  acquired  a  dictatorial 
nature.  On  the  other  hand,  no  measure  was  to  be  taken  until  it  had 
been  discussed  in  the  Council ;  the  latter,  although  endowed  only  with 
an  advisory  authority,  was  supposed  to  be  constantly  cooperating 
with  its  chairman.  Still,  in  case  of  emergency,  a  measure  could  be 
taken  without  preliminary  deliberation  in  the  Council,  the  Chairman 
being  merely  obliged  to  report  it  to  the  next  meeting  of  the  Council. 
For  local  work,  the  Chairman  might  appoint  his  commissioners,  and 
these,  in  turn,  might  also  form  Special  Councils,  to  which  the  local 
representatives  of  the  Unions  of  Zemstvos  and  of  Towns  and  of  the 
war  industries  committees  had  to  be  invited.  Credits  for  the  work 
of  the  food  supply  organization  were  granted  by  the  Council  of 
Ministers,  and  in  case  of  emergency  the  funds  would  be  advanced  by 
the  Ministry  of  Finance  on  the  demand  of  the  Chairman  of  the  Spe- 
cial Council. 

The  embargo  orders  issued  by  the  military  authorities  (referred 
to  previously)  required  the  consent  of  the  Chairman  of  the  Special 
Council  and  preliminary  discussion  in  the  Council.  Every  measure 
adopted  by  the  Chairman  of  the  Special  Council  had  to  be  com- 
municated without  delay  to  the  Minister  of  War  who,  as  Chairman 
of  the  Special  Council  on  National  Defense,  was  empowered  ( 1 )  on 
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his  own  authority  to  suspend  any  order  of  the  Chairman  of  the  Spe- 
cial Council  on  Food  Supply  and  (2)  to  submit  such  orders  to  the 
deliberation  of  the  Special  Council  on  National  Defense,  inviting  to 
these  deliberations  the  Chairman  and  members  of  the  Special  Council 
on  Food  Supply.'  By  this  means  it  was  made  possible  to  coordinate 
the  work  of  the  Special  Councils.  In  the  event  of  disagreement,  the 
decision  rested  with  the  Council  of  Ministers. 

Relations  between  the  Organs  of  the  Special  Council  and  the 
Original  Supply  Organs. 

As  a  result  of  the  creation  of  the  Special  Council  on  Food  Supply, 
two  closely  allied  and  interdependent  functions  were  found  con- 
centrated under  the  Ministry  of  Agriculture:  (1)  the  purchase  and 
storage  of  food  supplies  for  the  army,  (2)  the  discussion  and  co- 
ordination of  all  food  supply  measures  throughout  the  empire.  The 
composition  of  the  purchasing  organs  remained  unchanged,  but  they 
found  themselves  naturally  subordinated  to  the  new,  coordinat- 
ing organization.  A  personal  union  between  these  two  organiza- 
tions was  estabhshed  through  the  appointment  of  M.  Glinka,  in  his 
capacity  of  Associate  Minister  and  High  Commissioner  for  Grain 
and  Fodder  Purchases,  to  the  post  of  Deputy  Chairman  of  the  Spe- 
cial Council  on  Food  Supply.  But  final  arrangements  as  regards  the 
mutual  relations  between  the  central  food  supply  organs  of  the  Min- 
istry of  Agriculture  were  made  only  in  June,  1916,  when  M.  Mel- 
nikov  was  appointed  High  Commissioner  for  Meat,  Butter,  Hay, 
and  Vegetable  Purchases,  and  placed  under  the  direct  authority  of 
M.  Glinka. 

The  task  of  representing  the  Special  Council  at  all  the  central 
organizations  and  institutions  dealing  with  the  food  supply,  and  the 
preparation  of  all  business  for  deliberation  and  report,  were  con- 
centrated in  the  secretariat  of  this  Council,  which,  with  the  secre- 
tariats of  the  High  Commissioners,  gradually  developed  into  a  sepa- 
rate department,  actively  directing  food  supply  measures  on  a 
nation-wide  scale,  under  the  decisions  of  the  Special  Council. 

^  Such  a  submission  of  a  dispute  to  the  deliberation  of  a  joint  session  of 
Special  Councils  occurred  only  once,  in  the  fall  of  1916,  when  the  Minister 
of  War  protested  against  the  fixed  grain  prices  for  the  1916-1917  campaign. 
No  agreement  was  reached,  however,  and  the  matter  was  settled  by  the 
Council  of  Ministers. 
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Locally,  we  now  find  the  commissioners  of  the  Chairman  of  the 
Special  Council  making  their  appearance  side  by  side  Avith,  as  well 
as  over,  the  purchasing  commissioners,*  often  combining  both  func- 
tions in  one  person.  Their  business  was  to  bring  unity  into  all  supply 
measures  within  their  own  territoi-y,  which,  as  a  general  rule,  cor- 
responded to  the  basic  administrative  divisions  of  the  empire,  that  is, 
either  a  province  (gubernya)  or  a  territory  (oblast).^  These  com- 
missioners took  the  place  of  the  provincial  food  supply  committees 
which  had  been  organized,  under  the  chairmanships  of  the  provincial 
governors,  as  the  local  branches  of  the  short-lived  Principal  Com- 
mittee on  Food  Supply.  Unlike  those  committees,  the  commissioners 
represented  personal  authority,  organizing  their  own  councils.  The 
rights  and  duties  of  these  commissioners  were  laid  down  in  detail  by 
the  special  rules  approved  by  the  Chairman  of  the  Special  Council 
on  October  25,  1915." 

These  commissioners  were  required  to  investigate  the  state  of  food 
supply  within  their  own  territory ;  to  lay  in  reserve  stocks  of  food- 
stuffs in  the  event  of  rising  prices ;  to  organize,  if  necessary,  the  dis- 
tribution of  the  foodstuffs  among  the  population;  to  attend  to  their 
systematic  delivery,  and  discuss  all  problems  bearing  upon  the  ali- 
mentation of  the  inhabitants.  For  this  purpose  the  Chairman  of  the 
Special  Council  delegated  to  his  commissioners  a  considerable  share 
of  his  own  powers,  with  the  understanding  that  the  commissioners 
should  report  to  him  concerning  necessary  measures  exceeding  the 
powers  granted  them.  Under  the  rules  referred  to  above,  the  com- 
missioners were  required  to  organize  their  own  councils,  but  were 
not  obliged  to  carry  out  the  decisions  of  these  bodies.  They  were  at 
liberty  to  act  as  they  thought  best,  merely  having  to  inform  the 

*  At  the  outset  of  the  campaign  of  1916-1917,  17  out  of  18  commissioners 
of  the  Chairman  of  the  Special  Council,  wlio  were  presidents  of  provincial 
zemstvo  boards,  acted  simultaneously  as  purchasing  commissioners  of  the 
Ministry  of  Agriculture. 

By  a  decision  of  the  Special  Council  adopted  on  September  7,  1916,  yet 
another  category  of  commissioners  of  the  Chairman  of  the  Special  Council 
was  created;  by  an  ordinance  order  issued  October  7,  1916,  all  the  chiefs  of 
government  railways  and  executives  of  private  railways  were  appointed  com- 
missioners of  the  Chairman  of  the  Special  Council,  as  far  as  supplying  the 
needs  of  the  employees,  mechanics,  and  laborers  of  the  railways  was  con- 
cerned. 

Sohranie  Uzakoneni,  art.  2356. 
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Chairman  of  the  Special  Council  of  disagreements  with  their  own 
councils.  The  body  of  commissioners  was  composed  as  follows:  in 
4  provinces  the  commissioners  were  members  of  the  State  Duma ;  in  2, 
elective  members  of  the  State  Council;  in  19,  presidents  of  provincial 
zemstvo  boards  ;  in  36,  provincial  governors ;  in  cities  forming  sepa- 
rate gradonachalstva,^^  the  city  governors;  and  in  Turkestan  and 
the  Amur  Territory,  their  governors-general.  In  the  Don  Cossack 
Territor}',  the  Assistant  Connnanding  Officer  was  made  commis- 
sioner, and  in  the  Caucasus  the  post  was  assigned  to  the  highest 
local  official  of  the  Ministry  of  Agriculture. 

It  should  be  pointed  out  here  that,  even  though  the  commissioners 
of  the  Chairman  of  the  Special  Council  were  often  appointed  from 
the  ranks  of  the  commissioners  of  the  Ministry  of  Agriculture,  and 
even  though  these  two  offices  would  thus  frequently  be  combined  in 
one  and  the  same  person,  the  distinction  was  still  preserved  in  prin- 
ciple. The  holders  of  the  former  acted  as  the  collectors  of  foodstuffs, 
for  the  army  above  all;  the  others  had  to  deal  with  the  provisioning  ] 
of  the  inhabitants  within  their  territory,  that  is  to  say,  to  act  pri- 
marily as  the  distributors  of  food  supplies.  This,  by  the  way,  ex- 
plains why  there  were  far  more  representatives  of  the  administration 
among  the  commissioners  of  the  Chairman  of  the  Special  Council 
than  there  were  among  those  of  the  Ministry  of  Agriculture. 

The  Special  Council  and  the  Military  Authorities. 

The  new  supply  organization,  as  a  whole,  found  itself  from  the 
very  start  confronted  by  two  serious  problems  of  external  relations, 
as  it  were.  The  first  was  the  problem  of  extending  its  own  sphere  of 
influence  to  include  all  food  supply  measures  throughout  the  em- 
pire. At  first  sight,  it  might  seem  that  this  problem  liad  been  defi- 
nitely settled  by  the  very  purpose  for  which  the  Special  Council 
was  created,  and  by  the  succinct  formulation  of  that  purpose  in  the 
text  of  the  decree.  But  this  proved  not  to  be  so  in  practice.  Very  soon 
there  came  to  the  fore  the  problem  of  defining  the  mutual  relation- 
ships between  the  Special  Council  and  the  High  Connnand.  For  the 
higher  military  authorities,  depending  exclusively  and  directly  upon 
the  orders  of  the  High  Command,  and  working,  not  under  the  regular 
laws,  but  under  special  legislation  known  as  the  Statutes  on  the  Field 

Cities  constituting  separate  administrative  units. 
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Administration  of  the  Army,  refused  to  pay  attention  to  the  Special 
Council  and  persisted  in  issuing  orders  of  embargo  and  requisition 
on  a  large  scale,  extending  to  some  of  the  most  important  supply 
regions.  As  a  result,  after  a  report  on  the  situation  submitted  by 
M.  Naumov,  the  successor  of  Krivoshein  in  the  post  of  Minister  of 
Agriculture,  and  approved  by  the  Emperor  on  November  23,  1915, 
it  was  decreed  that  the  embargo  and  requisition  powers  of  the  army 
authorities  were  to  be  confined  to  the  areas  of  actual  hostilities,  while 
in  the  rear  of  these  areas  extraordinary  measures  were  permissible 
only  with  the  consent  of  the  Chairman  of  the  Special  Council. 

To  maintain  liaison  with  the  army  command,  special  representa- 
tives of  the  Chairman  of  the  Special  Council  were  detailed  to  the 
chiefs  of  the  Army  Supply  Department  and  to  Headquarters  of 
the  Supreme  Commander-in-Chief, 

By  this  decision,  the  tension  of  relations  was  greatly  relieved. 
Apart  from  this,  a  long  and  stubborn  fight  had  to  be  waged  against 
independent  purchasing  operations  by  various  units  of  the  army, 
which  upset  orderly  supply  work  and  spoiled  prices.  Finally,  by  an 
order  from  the  Chief  of  the  Staff  of  the  Supreme  Commander-in- 
Chief,  such  parallel  purchases  were  definitely  prohibited,  and  sup- 
plies bought  independently  by  separate  army  units  at  the  front  were 
to  be  refused  conveyance  by  rail  and  requisitioned  for  general  use 
by  the  commissioners  of  the  Ministry  of  Agriculture. 

Cooperation  of  Organs  of  the  Special  Council 
with  Other  Supply  Organizations. 

The  second  problem  of  external  relations  was  how  to  establish  the 
necessary  cooperation  with  other  supply  organs,  especially  how  to 
obtain  coordinated  measures  in  such  closely  related  supply  fields  as 
those  of  food,  fuel,  and  transport.  The  interdepartmental  repre- 
sentation at  the  Special  Councils  proved  inadequate,  the  attempts  to 
hold  joint  sessions  of  the  Special  Councils,  or  to  form  joint  commit- 
tees, had  shown  that  they  were  too  unwieldy,  and  the  unifying  part 
to  be  played  by  the  Chairman  of  the  Special  Council  on  National 
Defense  was  not  in  practice  found  effective.  The  result  was  that,  on 
the  initiative  of  the  Minister  of  Agriculture  and  by  order  of  the 
Council  of  Ministers  dated  December  19,  1915,  there  was  created  at 
the  capital  something  like  a  minor  Council  of  Ministers,  called  the 
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"Conference  on  the  Supply  of  Foodstuffs  and  Fuel  to  Needy  Lo- 
calities," whose  object  it  was  to  coordinate  the  entire  work  of  the 
supply  organizations. 

This  conference  was  composed  of  the  Ministers  of  War,  Agricul- 
ture, Foreign  Affairs,  and  Commerce  and  Industry,  and  presided 
over  by  the  Minister  of  Transport.  The  latter  was  given  the  chair- 
manship, not  alone  in  recognition  of  the  eminent  fitness  of  General 
Trepov,  at  that  time  Minister  of  Transport,  but  also  because  it  was 
clearly  seen  that  the  problems  of  supply  had  a  direct  and  intimate 
relation  to  the  problem  of  transportation.  Corresponding  organs  of 
coordination  were  formed  also  locally  throughout  the  country.  On 
the  recommendation  of  the  Minister  of  Agriculture,  the  Council  of 
Ministers  on  January  15, 1916,  confirmed  the  statutes  governing  the 
establishment  of  conferences  of  commissioners  of  the  Special  Coun- 
cils on  National  Defense,  Food  Supply,  Fuel,  and  Transport. ^- 
These  commissioners'  conferences  were  to  be  presided  over  by  the 
provincial  governors.  The  commissioners  retained  their  full  au- 
thority, but  mutually  exchanged  information  and  were  required  to 
coordinate  their  proceedings.  Divergence  of  opinions  did  not  inter- 
fere with  the  execution  of  a  measure,  but  the  matter  was  to  be  re- 
ferred for  review  to  the  conference  of  Ministers  mentioned  above. 

Multiplication  of  Local  Organs  of  the  Special  Council. 

The  law,  as  well  as  the  decisions  of  the  Special  Council  and  its 
Chairman,  had  in  mind  at  first  only  provincial  organs  of  food  sup- 
ply, composed  of  the  commissioners  and  their  councils.  In  practice, 
however,  similar  organs  very  soon  appeared  also  in  smaller  terri- 
torial units,  on  the  initiative  of  the  commissioners  themselves.  Some- 
times the  commissioners  would  enlist  the  services  of  zemstvo  and 
municipal  boards,  directly ;  at  other  times  they  would  create  special 
organs,  which  were  also,  as  a  general  rule,  in  direct  contact  with  the 

Under  the  ordinance  of  the  Chairman  of  the  Special  Council  dated 
June  7/8,  1916,  his  commissioners  had  the  right  to  invite  to  their  provincial 
interdepartmental  conferences  the  local  purchasing  commissioners.  It  was 
emphasized,  however,  that  "attendance  at  the  meetings  by  the  commissioners 
of  the  Ministry  of  Agriculture  shall  in  no  way  impair  any  of  the  rights 
granted  to  them,  which  rights,  assuring  to  the  commissioners  the  necessary 
facilities  for  prompt  and  systematic  action,  are  of  the  utmost  importance  in 
meeting  the  food  requirements  and  interests  of  the  army." 
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zemstvo  and  municipal  boards.  In  provinces  that  had  no  zemstvos^^ 
it  was  found  necessary  to  form,  apart  from  the  municipal  boards, 
special  organizations  of  the  various  pubUc  bodies  and  institutions 
which  had  to  do  with  the  foodstuffs  market,  such  as  exchange  com- 
mittees, war  industries  committees,  cooperative  societies,  and  similar 
organizations.  At  first,  no  instructions  were  forthcoming  from  the 
center,  with  the  result  that  methods  differed  in  various  localities,  ac- 
cording to  local  conditions  and  the  personalities  of  the  commissioners. 
But  as  a  practically  general  rule,  there  was  at  this  period  a  very  ex- 
tensive utilization  of  the  municipal  food  supply  organs,  known  by 
various  names,  besides  the  provincial  councils  and  organizations 
formed  under  the  authorit}'^  of  the  provincial  commissioners.  In  the 
rural  districts  the  supply  organizations  were  not  quite  so  fully  de- 
veloped. Here,  the  lowest  territorial  unit  of  the  supply  organization 
Avas  the  district  {uezd),  and  the  district  zemstvo  constituted  the 
organizing  nucleus.  This  was  due,  not  alone  to  the  absence  of  a 
lower  {volosty^  zemstvo  unit,  but  likewise  to  the  fact  that  the  food 
campaign  was  not  yet  sufficiently  intensive  at  this  time  to  call  for  the 
establishment  of  supply  organs  so  close  to  the  peasant  farmers. 

Created  for  the  "consideration  and  unification"  of  food  supply 
measures,  the  Special  Council,  as  represented  by  its  secretariat  and 
local  branches,  rapidly  became  an  independent,  growing  organiza- 
tion of  supply.  The  general  introduction  of  the  "permit"  system  of 
transport,  on  the  one  hand,^^  and  the  establishment  of  absolute  gov- 
ernment control  of  the  distribution  of  certain  foodstuffs  (sugar),  on 
the  other,^®  were  either  based  upon  the  assumption  of  the  actual 
existence,  or  led  to  the  establishment,  of  a  well-developed  network 
of  supply  organs  at  the  disposal  of  the  Government. 

In  stressing  these  two  factors  and  explaining  their  importance,  the 
Chairman  of  the  Special  Council  concluded  his  ordinance  of  April 

In  many  outlying  regions,  such  as  Archangel  Province,  Siberia,  Tur- 
kestan, the  Steppe  Territory,  in  the  Caucasus,  etc.,  there  were  no  zemstvos 
in  existence.  In  Archangel  Province,  Siberia,  and  the  Territories  of  Ak- 
molinsk,  Semipalatinsk,  Semirechie,  Turgai,  and  Ural,  zemstvos  were  estab- 
lished for  the  first  time  by  the  Act  of  June  17,  1917,  of  tlie  Provisional  Gov- 
ernment. 

^*  Volost,  tlie  lowest  administrative  unit  in  Russia,  was  concerned  with 
the  peasantry,  as  distinct  from  other  classes  of  the  population. 
1=  Cf.  Chapters  X  and  XI.  Cf.  Chapter  X. 
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4,  1916,  addressed  to  the  commissioners  of  the  Ministry  of  Agri- 
culture, as  follows : 

Many  commissioners  on  the  spot  have  already  formed  special  organs 
which  help  them  carry  out  their  numerous  duties,  while  others  avail 
themselves  of  the  assistance  of  municipal  and  zemstvo  institutions.  .  .  . 
I  attribute  a  paramount  importance  to  the  problem  of  a  proper  or- 
ganization of  local  forces.  ...  It  is  for  you  to  decide  whether  you 
shall  use  the  zemstvo  and  municipal  institutions  as  your  auxiliary  or- 
gans, or  to  form,  in  accordance  with  Art.  12  of  the  Statutes  of  the 
Special  Council,  special  local  councils  under  the  chairmanship  of  your 
deputies,  to  be  brought  together  under  the  jurisdiction  of  a  provincial 
council  under  your  own  chairmanship." 

Constitution  of  the  Central  and  Local  Organs  of  the  Special  Council, 
under  Decision  of  the  Minister  of  Agriculture  of 
October  10,  1916. 

As  a  result  of  the  rapid  growth  of  the  various  organs  of  the  Special 
Council,  an  attempt  was  made  to  systematize  their  work  by  an  order 
issued  October  10,  1916,  by  Count  A.  A.  Bobrinsky,  who  has  suc- 
ceeded Naumov  as  Minister  of  Agriculture. 

This  order  takes  the  view  that  the  function  of  the  Minister  of 
Agriculture,  in  his  capacity  of  Chairman  of  the  Special  Council, 
must  not  be  confined  to  the  "unification  and  discussion"  of  supply 
measures,  but  rather  that  it  should  be  his  function  to  give  a  general 
direction  to  the  whole  business  of  collecting  and  distributing  food- 
stuffs  among  the  civilian  population  and  the  army.  While  the  origi- 
nal plan  provided  that  the  Ministry  of  Agriculture,  through  the 

^'  It  should  be  noted  here  that  at  the  commissioners'  convention  of  Auo-ust, 
1916,  tlie  secretariat  of  the  Special  Council  introduced  the  question  of  regu- 
lating the  functions  of  the  local  organs  in  a  very  moderate  form.  It  was  pro- 
posed tliat  tliere  should  be  no  general  rules  and  regulations  issued,  but  that 
the  individual  recommendations  of  the  local  commissioners  regarding  the 
proper  organization  of  the  food  supply  in  their  territories  should  be  sub- 
mitted to  the  Chairman  of  the  Special  Council,  for  his  approval,  after  con- 
sideration of  the  proposals  by  the  provincial  council.  Appointments  of  district 
and  city  council  ciiairmen  were  to  be  made  by  the  Chairman  of  the  Special 
Council  on  recommendations  by  commissioners,  and  in  the  lower  territorial 
units  tlie  council  chairmen  were  to  be  appointed  by  the  commissioners,  by 
agreement  with  the  provincial  governors.  But  this  proposal  was  rejected  by 
the  overwhelming  majority  of  the  commissioners,  who  were  anxious  to  retain 
freedom  of  action  in  organization  work. 
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medium  of  its  High  Commissioners,  was  to  purchase  the  food  supplies 
for  the  army,  its  sphere  now  extends  to  general  provisioning,  for  any 
purpose  the  Government  may  have  in  view,  and  is  by  no  means  con- 
fined to  the  army  alone.  In  tliis  sense  all  purchasing  operations  were 
now  apportioned  between  the  two  previously  mentioned  High  Com- 
missioners, viz.:  (1)  the  High  Commissioner  for  Grain  Purchases, 
who,  in  Januarjf,  1917,  was  renamed  the  "Special  Commissioner  for 
Ai-my  Purchases  of  Grain,  Sugar,  and  Salt,"  a  term  which  differ- 
entiated him  outwardly  from  his  colleague  and  was  indicative  of  his 
actual  functions,  and  (2)  the  High  Commissioner  for  Meat  and 
Vegetable  (and  other)  Purchases.  Both  were  placed  under  the  gen- 
eral supervision  of  the  Deputy  Chairman  of  the  Special  Council, 
who,  until  January,  1917,  was  also  the  High  Commissioner  for 
Grain  Purchases  (this  was  M.  Neverov,  who  succeeded  M.  Glinka). 

The  direct  management  of  the  various  supply  operations  was  en- 
trusted to  a  large  number  of  assistants  to  the  High  Commissioners,  or 
to  persons  who  were  granted  the  powers  of  such  assistants,  and  who 
acted  at  the  same  time  practically  as  permanent  members  of  the  spe- 
cial committees  formed  to  consider  measures  in  their  respective 
branches  of  supply. 

The  object  of  the  network  of  committees  was,  on  the  one  hand,  to 
provide  (or  to  preserve  already  existing)  special  organs  for  carrying 
on  the  work  of  the  Special  Council,  and  on  the  other,  to  set  up  com- 
mittees of  government  representatives  and  interested  unofficial  or- 
ganizations alongside  the  responsible  directors  of  the  various 
branches  of  supply  work.  But  we  must  emjjhasize  again  the  fact 
that  this  did  not  in  the  least  alter  the  personal  nature  of  final  de- 
cisions, in  its  formal  aspect,  for  the  fulness  of  power  and  responsi- 
bility continued  to  be  vested  in  the  Minister  of  Agriculture  and  his 
appointed  agents. 

The  same  order,  of  October  10,  1916,  reveals  an  attempt  to  sys- 
tematize and  develop  further  the  local  supply  organs.  It  prescribes 
precisely  the  composition  of  the  provincial  councils."  These  were 
to  consist  of  the  purchasing  commissioners  of  the  Ministry  of  Agri- 
culture, the  higher  officials  of  the  executive  office  of  the  commissioner 
of  the  Chairman  of  the  Special  Council  on  Food  Supply,  repre- 

^®  Until  this  date,  the  membership  of  the  councils  was  specified  only  for 
price-fixing  purposes,  in  accordance  with  the  decision  of  tlie  Minister  of 
Agriculture  issued  February  12,  1916.  Cf.  Chapter  II. 
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sentatives  of  various  government  departments,  representatives  of 
the  provincial  and  district  zemstvos  and  municipalities,  representa- 
tives of  the  general  public  chosen  by  the  provincial  zemstvo  assembly 
and  by  the  municipal  council  of  the  chief  town  of  the  province,  rep- 
resentatives of  the  commercial,  industrial,  and  cooperative  organi- 
zations, and,  lastly — with  a  consultative  voice  only — certain  persons 
invited  by  the  commissioner.  This  was  something  like  a  small  local 
parliament. 

A  similar  organ  was  set  up  also  at  the  district  headquarters,  under 
the  district  agent  of  the  commissioner.  In  the  volosts^^  or  other  areas 
smaller  than  a  district,  there  were  established  volost  committees,  pre- 
sided over  by  appointees  of  the  commissioner.  These  committees 
acted,  as  it  were,  in  place  of  the  lacking  volost  zemstvos,  and  they 
were  composed  of  the  following  elements :  three  landowners  elected 
by  the  district  zemstvo  assembly ;  the  volost  elder ;  three  representa- 
tives of  the  peasants  elected  by  the  volost  meeting;  representatives 
of  local  cooperative  organizations,  one  for  each  type  of  organization ; 
officials  of  the  local  peasant  administration ;  a  justice  of  the  peace ;  a 
representative  of  the  revenue  inspection  service;  a  member  of  the 
district  zemstvo  board ;  zemstvo  physicians,  veterinary  surgeons,  in- 
surance agents,  government  and  zemstvo  agronomists ;  and  repre- 
sentatives of  the  local  clergy  and  business  interests. 

In  a  formal  sense,  the  status  of  the  councils  was  somewhat  altered. 
Previously,  there  had  been  the  personal  authority  of  the  provincial 
commissioners,  who  had  been  vested  with  definite  powers  and  under 
whose  jurisdiction  advisory  bodies  had  been  set  up.  Now,  however, 
we  have  a  hierarchy  of  councils  under  the  chairmanship  of  the  com- 
missioner and  his  local  agents,  and  the  powers  and  duties  formerly 
pertaining  to  the  commissioner  devolved  upon  the  councils.  Still, 
even  now  the  collegiate  principle  is  not  carried  so  far  as  to  impose  a 
formal  and  definite  check  upon  the  decisions  of  the  commissioner  or 
his  representatives.  Decisions  of  local  supply  institutions  are  held 
to  be  adopted  if  there  is  a  majority  vote  in  their  favor  and  if  ap- 
proved by  the  chairman.  Should  the  latter  disagree,  the  matter  is  to 
be  settled  by  the  provincial  commissioner.  The  latter,  in  case  of  dis- 
agreement with  the  decision  of  the  council  presided  over  by  himself, 
may  act  as  he  sees  fit,  except  that  he  must  report  the  matter  to  the 
Chairman  of  the  Special  Council.  The  competence  of  all  local  supply 

"  See  p.  18,  n.  14.. 
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councils  is  greatly  extended  and  prescribed  in  greater  detail,  as  com- 
pared with  the  previous  regulations  for  local  commissioners.  On  the 
whole,  there  is  now  created — at  least  on  paper^" — a  solid  network  of 
hierarchically  graded  and  interlocking  food  supply  organs  compris- 
ing in  every  instance  a  responsible  agent  of  the  Government  and  a 
collegiate  body  consisting  of  public  men,  government  officials,  and 
experts ;  the  latter  always  participates  in  the  work  of  the  correspond- 
ing governmental  agent  and  exercises  over  him  a  general  supervision. 

The  March  Revolution  and  the  Organization 
of  the  Food  Supply. 

This  was  the  condition  in  which  the  food  supply  organization  was 
found  by  the  March  Revolution.  The  Revolution  brought  about  a 
radical  change  in  the  basis  as  well  as  in  the  structure  of  the  organiza- 
tion. After  a  short  transition  period,  during  which  the  organization 
continued  to  function  by  sheer  inertia,  without  a  leader  and  taking 
casual  orders  from  a  committee  formed  of  representatives  of  the 
Soviet  of  Workmen's  and  Soldiers'  Deputies  and  the  Provisional 
Committee  of  the  State  Duma,  it  was  given  a  new  head  in  the  person 
of  M.  Shingarev,  Minister  of  Agriculture  in  the  Provisional  Govern- 
ment. On  March  9,  1917,  there  was  created,  to  take  the  place  of  the 

^°  The  lower  local  supply  organizations  remained,  to  a  considerable  ex- 
tent, mere  paper  schemes,  as  their  actual  establishment  was  deferred.  In  this 
connection  we  must  point  out,  however,  that  this  was  due  not  exclusively  to 
political  considerations,  that  is,  to  the  fear  that  such  popular  supply  organi- 
zations might  serve  as  rallying  points  for  the  political  strife  that  had  already 
started;  there  were  also  motives  of  technical  expediency.  We  can  state  con- 
fidently that  the  action  of  M.  Rittikh,  who  succeeded  Count  Bobrinsky  as 
Minister  of  Agriculture,  in  assigning  the  work  of  the  grain  levy  {see  chapter 
on  grain  monopoly)  to  the  volost  elders  instead  of  the  volost  public  organiza- 
tions which  were  still  waiting  to  be  created,  was  dictated  chiefly  by  Rittikh's 
conviction  that  these  men,  accustomed  as  they  were  to  practical  executive 
work,  would  prove  more  useful  as  prompt  executors  of  the  new  plan.  It  is 
interesting  to  note  in  this  connection  the  fact  that  toward  the  end  of  the  exist- 
ence of  the  Provisional  Government  the  Ministry  of  Food  Supply  seriously 
considered  the  advisability  of  limiting  the  functions  of  tlie  volost  organiza- 
tions in  the  matter  of  food  supply.  Tlie  volost  organizations  might  have  been 
very  useful  in  the  distribution,  but  by  no  means  in  the  collection  of  foodstuffs. 
Thus  the  editors  of  the  Izvestia  j)0  Prodovolstvennomu  Delu  {Food  Supply 
News)  declared,  in  the  issue  of  August  20,  1917,  most  emphatically  that  "the 
volost  committees  have  not  been  successful." 
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Special  Council,  the  State  Food  Committee.^^  On  March  25,  new 
local  organs  of  food  supply  were  formed.""  These  were  intended  as 
temporary  institutions,  pending  the  reorganization  of  local  govern- 
ment on  democratic  principles,  after  which  the  entire  business  of 
food  supply  was  to  be  turned  over  to  the  zemstvos  and  municipalities. 
On  May  5,  a  separate  Ministry  of  Food  Supply  was  established,  but 
up  to  the  month  of  June  the  administration  of  the  supply  work  re- 
mained in  the  charge  of  Shingarev,  in  order  to  permit  the  inaugura- 
tion of  the  government  grain  monopoly.  After  that,  M.  Shingarev 
was  appointed  Minister  of  Finance,  and  M.  Peshekhonov  was  made 
Minister  of  Food  Suppl}^  On  July  1,  the  statutes  of  the  Ministry 
of  Food  Supj)ly  were  approved.  The  principal  features  of  the  food 
suj)ply  organization  of  the  Provisional  Government,  as  established 
by  the  orders  and  decisions  here  referred  to,  were  the  following. 

The  State  Food  Committee. 

The  highest  organ  of  food  supply  was  the  State  Food  Committee, 
presided  over  at  first  by  the  Minister  of  Agriculture  and  afterward 
by  the  Minister  of  Food  Supply.  Its  function  was  to  "draft  a  na- 
tion-wide plan  of  food  supply,  to  elaborate  guiding  principles,  and 
to  take  general  measures  for  the  supply  of  food."  Unlike  the  Special 
Council  of  the  earlier  period,  this  is  not  merely  an  advisory  body,  for 
the  Minister  now  acts  "in  agreement"  with  the  Committee  and  car- 
ries out  its  decisions  through  the  issue  of  orders  in  conformity  there- 
with. The  composition  of  this  Committee  was  as  follows :  four  com- 
missioners of  the  Provisional  Committee  of  the  State  Duma ;  seven 
representatives  of  the  Soviet  of  Workmen's  and  Soldiers'  Deputies ; 
seven  representatives  of  the  All-Russian  Peasant  Union ;  four  rep- 
resentatives of  the  All-Russian  Union  of  Zemstvos ;  four  representa- 
tives of  the  All-Russian  Union  of  Towns ;  six  representatives  of  the 
cooperative  organizations  (producers',  consumers',  and  credit  co- 

Its  statutes  were  amended  by  decree  of  the  Provisional  Government 
dated  April  3,  1917. 

^-  The  proposal  that  the  provincial  zemstvo  and  municipal  boards  should 
immediately  undertake  the  formation  of  new  organs  of  food  supply,  to  be 
known  as  provincial  food  supply  committees,  on  very  democratic  principles, 
had  been  made  already  on  March  2  by  a  subcommittee  of  the  Provisional  Com- 
mittee of  the  Duma  and  of  the  Soviet,  and  this  was  confirmed  by  the  Minister 
of  Agriculture  on  March  7. 
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operative  societies)  ;  three  from  the  Central  War  Industries  Com- 
mittee ;  three  from  the  Council  of  the  Trade  and  Industry  Congress ; 
one  from  the  Council  of  All-Russian  Cooperatives  Congress;  two 
from  the  Chamber  of  Agriculture;  and  one  representative  of  the 
Executive  Committee  of  the  Statisticians'  Congress.  As  for  the  rep- 
resentatives of  government  departments,  especially  those  of  the  food 
supply  department,  they  were  given  only  a  consultative  voice  in  the 
State  Food  Committee. 

The  Ministry  of  Food  Supply. 

The  Ministry  of  Food  Supply,  subject  directly  to  this  Committee 
and  functioning  as  the  "supreme  organ  for  the  execution  of  govern- 
ment measures  for  the  food  supply  and  for  the  supply  of  the  popu- 
lation with  articles  of  prime  necessity,"  was  in  effect  a  huge  bureau- 
cratic machine.  At  its  head  stood  the  Minister,  aided  by  three  asso- 
ciate ministers,  and  these,  in  turn,  had  three  assistants.  The  Ministry 
was  divided  into  three  large  departments  with  numerous  subdivisions. 

Some  idea  of  the  vastness  of  the  organization  that  grew  out  of 
the  modest  secretariat  of  the  Special  Council  may  be  gathered  from 
the  fact  that  the  Ministry  of  Food  Supply  was  barely  able  to  find 
space  in  the  whole  of  the  large  Anichkov  Palace,  a  former  Imperial 
residence. 

It  is  important  to  note  that,  in  the  formulation  of  the  powers  of 
the  State  Food  Committee  and  of  the  Ministry,  the  purpose  of  sup- 
plying the  needs  of  the  army  seemed  entirely  lost  in  the  larger  object 
of  supplying  the  needs  of  the  country  at  large.  Henceforth,  the  sup- 
ply of  the  army  is  to  be  merely  a  part  of  the  national  problem  of 
supply  as  a  whole,  and  the  latter  becomes  an  end  in  itself.  In  the 
statutes  of  the  Ministry  of  Food  Supply,  which  cover  nearly  an 
entire  printer's  sheet,  we  find  but  two  or  three  casual  references  to 
the  needs  of  the  army,  and  even  so  they  occur  only  as  an  element  in 
the  general  plan  of  national  supply.  Another  important  feature  is 
the  recognition  of  the  principle  that  the  Ministry  shall  attend  to  the 
supply  not  only  of  foodstuffs  but  also  of  articles  of  prime  necessity 
in  general.  Previously,  this  principle  had  sometimes  been  recognized 
in  theory,  being  regarded  as  a  concomitant  of  fixed  prices  for  food 
producers;  but  now,  in  the  formal  statement  of  the  functions  of  the 
Ministry,  the  principle  is  for  the  first  time  given  a  concrete  and  in- 
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dependent  character.  Lastly,  an  independent  character  is  now  also 
given  to  agricultural  organization :  a  special  division  of  the  Depart- 
ment of  Supply  of  Articles  of  Prime  Necessity  of  the  Ministry  is  to 
furnish  the  farmers  with  metals  and  agricultural  implements  and 
tools,  and  a  special  section  is  formed  to  look  after  the  proper  organi- 
zation and  management  of  the  cultivated  area  and  harvest.  In  short, 
we  find  that  the  size  of  the  new  organization  corresponds  to  the  im- 
mensity of  its  task."^ 

Local  Organs  of  the  Ministry  of  Food  Supply. 

We  now  turn  to  a  consideration  of  the  local  organs  of  the  Ministry 
of  Food  Supply.  From  the  very  outset,  this  Ministry  had  a  veritable 
army  of  agents,  resident  as  well  as  traveling,  for  two  chief  purposes: 
(1)  to  maintain  regular  contact  with  related  organizations  (espe- 
cially the  fuel  and  transport  organizations)  and  for  purposes  of 
representation;  (2)  to  manage  the  collection,  storage,  conversion, 
and  delivery  of  articles  of  prime  necessity,  in  other  words,  to  execute 
all  those  economic  functions  and  operations  wliich  the  Department 
was  conducting  on  such  an  immense  scale.  Besides  these  agents, 
whose  function  was  defined  by  the  law  as  "the  execution  of  the  in- 
structions of  the  Ministry  of  Food  Supply,"  that  is  to  say,  of  a  more 
or  less  casual  and  episodic  character,  a  regular  hierarchy  of  perma- 

This  task,  again,  was  only  a  part  of  that  still  larger  task  which  con- 
fronted the  Government  as  a  result  of  the  driving  forces  behind  the  Revolu- 
tion. Thus  a  resolution  of  the  Soviet  of  Workmen's  and  Soldiers'  Deputies 
passed  on  April  3,  1917,  and  presented  to  the  Provisional  Government  by 
M.  Grohman,  reads:  "To  avert  an  imminent  catastrophe,  the  Provisional 
Government  must  solve  two  urgent  problems,  (1)  the  systematic  regulation 
of  the  entire  economic  life  of  the  country  and  the  organization  of  all  produc- 
tion, excliange,  traffic,  and  consumption  so  as  to  be  directly  controlled  by  the 
State,  and  (2)  the  appropriation  of  all  excessive  profits  for  the  benefit  of  the 
nation,  and  restriction  of  every  form  of  capitalistic  income  to  definite  norms. 
As  regards  the  working  class,  it  must  be  assured  of  decent  conditions  of  liv- 
ing and  of  labor,  whicli  will  enable  it  to  display  a  maximum  of  strenuous 
and  intensive  work  for  the  salvation  of  the  country."  (Cf.  Izvestia  po 
Prodovolstvennomu  Delu,  No.  1  /32,  p.  3.) 

On  June  21,  1917,  the  Provisional  Government  created  an  Economic  Coun- 
cil "to  elaborate  a  general  plan  for  the  organization  of  national  economy  and 
labor."  At  the  same  time  the  Government  formed  a  Central  Economic  Com- 
mittee, for  the  coordination  of  all  measures  for  the  regulation  of  the  eco- 
nomic life  of  the  country. 
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nent  local  organs  was  established.  This  system  was  introduced  by  the 
decree  of  the  Provisional  Government  issued  on  March  25,  1917,  on 
the  government  grain  monopoly.  It  was  adopted  by  the  Ministry  of 
Food  Supply  as  a  temporary  measure  until  the  final  organization  of 
democratic  zemstvos  and  municipalities  should  be  accomplished, 
after  which  the  latter  wei'e  to  take  over  all  the  functions  of  the  local 
supply  organs. 

The  management  of  the  food  supply  administration  and  of  the 
organization  of  agricultural  production  was  entrusted,  for  the 
provinces,  to  the  provincial  committees;  for  the  districts,  to  the  dis- 
trict committees;  for  the  provincial  caj^itals,  to  the  city  committees; 
for  the  volosts,  to  the  volost  committees  on  food  supply.  With  the  ap- 
proval of  the  provincial  food  supply  committees,  intermediary  com- 
mittees might  be  set  up,  on  the  pattern  of  the  district  and  volost 
committees.  The  composition  of  all  these  committees  was  uniform 
throughout:  tlie  representatives  of  the  government  institutions  had 
only  a  consultative  voice,  so  that  the  Government  could  only  advise, 
being  without  a  single  representative  of  its  own  among  the  members 
of  these  committees,  because  the  committee  chairmen  as  well  as  their 
deputies  were  chosen  by  the  committees  themselves,  the  provincial 
committee  chairmen  and  their  deputies  becoming,  f.r  officio,  provin- 
cial commissioners  and  deputy  commissioners,  respectively,  of  the 
Minister  of  Food  Supply,  in  his  capacity  of  Chairman  of  the  State 
Food  Committee.  These  committees  included  representatives  of  local 
government  (in  the  volosts  where  no  local  government  had  as  yet 
been  established,  representatives  of  private  landed  proprietors  were 
chosen  by  the  district  zemstvo  boards  or  assemblies),  of  peasant  or- 
ganizations (from  tlie  Peasant  Union  for  province  and  district,  and 
from  the  volost  meeting  for  the  volost),  of  labor  (from  the  Soviets  of 
Workmen's  Deputies,  or  trade  unions  and  sick-benefit  funds),  of 
the  cooperative  societies  of  zemstvo  and  city  employees  (mainly  in 
the  statistical  and  medical  fields),  and,  lastly,  of  trade  and  industry. 
In  the  chief  towns  and  provinces  and  districts  there  were,  moreover, 
the  representatives  of  agricultural  societies,  while  in  the  former  we 
find  the  representatives  of  the  war  industries  committees  and  of  the 
All-Russian  Unions  of  Zemstvos  and  of  Towns. 

Upon  these  committees  are  now  conferred,  with  further  exten- 
sions, the  powers  that  had  previously  been  vested  in  the  commis- 
sioners. To  carry  into  effect  the  decisions  of  the  committees,  appro- 
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priate  food  supply  administrations,  or  boards,  are  formed,  composed 
of  a  chairman,  his  deputies,  and  two  to  six  members  chosen  by  the 
respective  committee.  In  the  provincial  committees,  the  chairmen  and 
deputy  chairmen  automatically  become  chairmen  of  such  boards.  Ap- 
peals against  the  decisions  of  these  boards  are  addressed  to  their 
i-espective  committees.  The  fulness  of  power  within  the  jurisdiction 
of  the  province  is  concentrated  in  the  provincial  committee,  whose 
board  has  the  right  to  alter  or  overrule  the  decisions  of  the  district, 
city,  and  volost  committees.  Committee  decisions  are  taken  by  ma- 
jority vote,  and  the  chairman  may  hold  up  the  decisions  and  submit 
them  to  higher  authority  for  consideration,  but  only  on  the  ground 
that  they  are  illegal  or  do  not  conform  with  the  orders  of  the  Min- 
ister and  associate  ministers,  or  of  the  provincial  committee.  Simi- 
larly, decisions  of  the  provincial  committee  that  are  either  illegal  or 
not  in  conformity  with  the  orders  of  the  Ministry,  may  be  held  in 
abeyance  by  the  chairman  and  submitted  to  the  Minister  for  final 
decision.  Appeals  against  decisions  of  provincial  committees  are  to 
be  addressed  to  the  Minister,  in  his  capacity  of  Chairman  of  the 
State  Food  Committee,  and  he  may  either  overrule  or  amend  the  de- 
cisions of  such  provincial  committees."* 

General  Characteristics  of  the  Food  Supply  Organization 
of  the  Provisional  Government. 

It  will  thus  be  seen  that  the  basic  principles  of  the  central  and, 
still  more,  of  the  local  organizations  differ  sharply  from  those  of  the 
pre-revolutionary  period.  In  the  earlier  period  there  was  a  regular 
network  of  government  agents  headed  by  provincial  commissioners 
invested  with  full  powers  and  bearing  all  responsibility ;  this  or- 
ganization of  agents  and  commissioners  took  the  form  of  a  pyramid 
of  local  organs  in  which  individual  authority  was  coordinated  with 
the  work  of  a  local  institution  that  cooperated  with  and  supervised, 

^*  The  actual  structure  of  the  local  organs  was  not  always  in  perfect  ac- 
cord with  the  provisions  of  the  law  outlined  above.  Here  and  there,  regional 
food  sui)i)ly  committees  were  set  up,  above  the  provincial  committees.  Simi- 
larly, village  committees  would  sometimes  be  formed  below  the  volost  com- 
mittees. Also,  the  membership  of  these  committees  turned  out  to  be  far  larger 
than  provided  for  by  the  law,  because  local  organizations  adopted  the  prin- 
ciple— subsequently  sanctioned  by  headquarters — of  representation  of  the 
lower  in  the  higher  committees.  Lastly,  it  should  be  borne  in  mind  that  com- 
mittees would  often  be  formed  more  or  less  arbitrarily,  contrary  to  law. 
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but  did  not  overrule  or  interfere  with  the  work  of  the  former ;  and, 
while  it  was  one  of  the  duties  of  this  organization  to  help  to  solve  the 
problem  of  supplying  the  entire  nation,  it  viewed  this,  at  first,  as 
something  which,  althougli  unavoidable  economically,  appeared  only 
secondary  and  supplementary  to  the  principal  task — the  supply  of 
the  army.  The  latter  duty  was  dealt  with  by  a  staff  of  purchasing  and 
supply  commissioners  recruited  for  this  very  purpose  at  the  outset. 
Such  was  the  system  at  first.  After  the  Revolution,  however,  we  ob- 
serve in  its  place  a  general  organization,  whose  function  it  is  to  sup- 
ply the  entire  nation,  the  army  being  considered  only  a  part  of  this 
broader  scheme.  Furthermore,  these  new  organs  consistently  observe 
the  principle  of  combining  under  their  control  both  collection  and 
distribution  of  supplies,  to  the  detriment  of  intensive  collection,  and 
the  principle  of  collegiate  constitution,  to  the  detriment  of  strong 
personal  authority. These  collegiate  organs  are  now  formed  on  the 
principle  of  the  liberal  representation  of  public  interests,  organized 
to  a  considerable  extent  by  revolutionary  procedure  (the  Peasant 
Unions,  the  Soviets  of  Workmen's  Deputies),  and  the  complete  re- 
moval of  the  representatives  of  the  Government,  old  as  well  as  new 
(that  is,  the  government  commissaries  who  took  the  place  of  the 
Tsarist  provincial  governors),  from  all  participation  in  the  settle- 
ment of  affairs.  Nominally,  to  be  sure,  the  leadership  still  rests  with 
the  Ministry,  but  the  means  of  realizing  this  leadership  in  practice 
are  now  so  much  reduced  as  to  render  this  shadowy,  nominal  au- 
thority entirely  ineffective.^" 

The  concentration  of  all  supply  work,  collection  as  well  as  distribution, 
in  a  single  organ  constituted  on  the  principle  of  a  wide  representation  of 
the  local  public,  that  is,  of  the  consuming  elements,  was  inevitably  destined 
to  have  a  marked  effect  upon  the  further  course  of  the  work  of  supply.  It 
was  natural,  under  these  circumstances,  that  the  question  should  again  arise 
of  a  separation  of  the  functions  of  collection  and  distribution,  and  of  vesting 
the  authority,  in  the  matter  of  supply,  in  a  single  person.  At  the  Ministry  of 
Food  Supply  they  considered  once  more  the  plan  of  appointing  provincial 
supply  commissioners. 

'"  To  establish  contact  between  the  center  and  the  rest  of  the  country,  and 
to  speed  up  the  reconstruction  of  the  whole  machinery  of  food  supply,  there 
was  established  on  April  29,  1917,  the  institution  of  the  so-called  commis- 
saries, who  were  granted  vast  powers.  After  the  period  of  reorganization  was 
passed,  the  task  of  maintaining  contact  with  the  rest  of  the  country  became 
still  more  urgent.  On  June  7,  an  instruction  was  issued  for  the  guidance  of  the 
instructors  working  under  the  Ministry  of  Food  Supply.  According  to  Article 
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Generally  speaking,  this  was  no  longer  an  organization  for  the 
supply  of  the  army,  imbued  with  the  spirit  of  military  persistence 
and  promptitude,  and  conscious  of  the  temporary  nature  of  its  work, 
which,  in  view  of  the  fundamental  unity  of  the  national  economy, 
could  not  help  being  intimately  connected  with  the  work  of  supply- 
ing the  nation  in  general.  Instead,  we  are  now  dealing  with  a  nation- 
wide supply  organization  bearing  all  the  marks  of  permanence  and 
looked  upon  as  an  end  in  itself,  rather  than  merely  as  an  instrument 
and  indispensable  condition  of  the  supply  of  the  army. 

II.  SPECIAL  ORGANS 

Centrosahhar  (Sugar  Center). 

We  have  surveyed  in  the  preceding  pages  the  general  organization 
of  the  food  supply  machinery,  in  its  successive  stages  of  development. 
We  still  have  to  examine  certain  special  organs  dealing  with  par- 
ticular branches  of  food  supply,  as  elements  in  the  general  system. 

First  among  these  special  organs  created  for  the  purpose  of  regu- 
lating the  supply  of  some  particular  product  was  the  Central  Bu- 
reau for  the  Concentration  of  Sugar  Purchases,  which  was  estab- 
lislied  in  accordance  with  the  decision  of  the  Minister  of  Agriculture 
of  January  20,  1916.  A  detailed  account  of  the  organization  of  the 
nation's  sugar  supply  during  the  War  will  be  given  elsewhere  in 
the  present  work."  This  will  be  found  highly  instructive,  since  it  was 
in  respect  of  sugar  supply  that  was  first  demonstrated  that  irre- 
sistible inner  logic  of  the  war-time  economic  organization  which 

I  of  this  document,  "with  the  aid  of  its  instructors,  the  Ministry  of  Food 
Supply  intends  to  establish  closer  and  livelier  contact  with  the  local  food 
supply  organs."  In  the  autumn  of  1917,  again,  there  was  established  the 
organization  of  special  commissioners,  who,  in  order  to  secure  more  intensive 
supply  work,  combined  groups  of  the  producing  provinces  in  larger  units. 
None  of  these  measures,  however,  proved  effective,  and  we  cannot  help  ad- 
mitting the  justice  and  pertinence  of  the  following  remarks  characterizing 
the  whole  period  under  discussion.  We  quote  them  from  an  editorial  article 
which  appeared  in  the  Izvestia  po  Prodovolstvennoviu  Delu  of  August  20, 
1917,  No.  2/33,  p.  2:  "We  have  to  admit  the  indubitable  weakness,  on  the 
whole,  of  the  local  food  supply  organs,  motley  in  composition,  not  infre- 
quently following  arbitrary  local  supply  policies,  and  often  simply  non- 
existent as  agents  of  the  central  authority." 
"  Cf.  Chapter  X. 
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was  destined  to  lead  on  from  private  enterprise  to  government  mo- 
nopoly. For  the  moment  we  confine  ourselves  to  stating  that  this 
Central  Bureau  (to  be  referred  to  hereafter  indifferently  either  as 
the  Bureau  or  Ccntrosakhar)  was  set  up  in  the  city  of  Kiev,  the 
center  of  the  sugar  industry,  and  that  it  was  at  first  the  agency 
through  which  sugar  producers  and  commissioners  had  to  negotiate 
purchases.  Gradually,  however,  it  developed  into  the  central  sugar 
distributing  agency  of  the  empire. 

The  composition  of  the  Bureau  was  as  follows :  At  its  head  stood  a 
chairman  and  his  deputy,  both  being  appointed  by  the  Cliairman  of 
the  Special  Council.  The  members  included  the  commissioners  of  the 
Chairman  of  the  Special  Council  or  their  representatives  in  the 
sugar-producing  areas,  the  representatives  of  various  government 
departments,  and  representatives  of  the  sugar  producers — the  Re- 
finers' Bureau  and  the  Sugar  Manufacturers'  Association.  In  con- 
formity with  the  general  principles  of  the  supply  organization  pre- 
vious to  the  Revolution,  the  chairman's  personal  authority  was  not 
restricted  by  decisions  of  the  collegiate  body  over  which  he  presided : 
in  case  of  disagreement  with  decisions  of  the  Bureau,  he  was  at  lib- 
erty to  act  on  his  o\mi  responsibility,  as  long  as  he  sent  a  report  on  the 
case  to  the  Chairman  of  the  Special  Council.  In  the  Centrosahliar  we 
find  for  the  first  time  a  central  organ  subordinated  directly  to  the 
Special  Council,  even  tliough  located  in  a  distant  city,  and  specially 
created  for  the  purpose  of  dealing  with  the  supply  of  a  particular 
commodity.  In  structure,  this  was  a  governmental  institution,  with 
the  organizations  of  the  sugar  producers  cooperating. 

Having  become  in  course  of  time  the  national  distributing  center 
for  sugar,  the  Bureau  was  bound,  of  course,  to  concentrate  under  its 
own  control  all  information  on  the  work  and  productivity  of  the 
sugar  industry,  and  to  become  at  the  same  time  the  distributor  of 
orders  and  the  common  cashier.  But  the  headquarters  alone  proved 
inadequate  to  cope  with  the  work.  There  was  need  of  a  larger,  tech- 
nically experienced  organization  of  local  agents  near  the  refineries. 
The  Bureau  was  fortunate  in  being  able  to  utilize  the  services  of 
the  well-trained  and  efficient  officials  of  the  Department  of  Special 
Revenues  who  were  already  engaged  in  the  work  of  sugar  revenues. 
Only  in  this  way  was  it  possible  for  the  CcntrosakJiar  to  grapple 
with  the  enormous  task  which  confronted  it.  But  we  must  not 
underestimate  the  work  performed  by  the  headquarters  of  the 
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Bureau  itself.  The  director  of  the  Bureau  during  its  most  difficult 
period  of  organization  was  M.  Chernysh,  an  agronomist  by  pro- 
fession.^^ 

In  keeping  account  of  production  and  supervising  the  execution 
of  orders,  as  in  all  its  proceedings,  Centrosakhar  depended  almost 
exclusively  upon  the  aid  of  the  revenue  officials.  In  its  other  work, 
however,  it  had  to  rely  largely,  and  sometimes  altogether,  upon  its 
own  resources  and  means.  This  holds  true  especially  of  the  trans- 
port of  sugar,  and  in  the  matter  of  assisting  the  refineries  to  obtain 
various  articles  needed  in  the  process  of  production.  In  this  part  of 
its  activities,  the  Bureau  maintained  specially  close  contact  with  the 
l)odies  representing  the  sugar  producers.  The  latter,  thanks  to  their 
excellent  information  and  close-knit  organization,  were  to  prove 
generally  most  helpful  to  the  Bureau.  It  is  interesting  to  note,  how- 
ever, that  the  idea  of  forming  a  syndicate  of  sugar  refiners,  which, 
under  the  supervision  of  the  Government,  might  have  carried  out 
the  functions  of  Ccntrosalihar,  met  with  but  little  favor  in  the  ranks 
of  the  producers.  Unofficial  conferences  held  for  this  purpose  at 
Petrograd  proved  unavailing,  even  though  the  Government  itself 
regarded  the  idea  with  favor,  at  least  in  principle.  The  work  of 
sugar  supply  thus  remained  in  the  hands  of  a  government  depart- 
ment which  merely  had  the  cooperation  and  support  of  the  interested 
producers'  associations.  Centrosakhar  remained  in  existence  also 
after  the  Revolution,  but,  of  course,  it  underwent  some  radical 
changes  in  its  composition  and,  as  a  matter  of  fact,  it  made  itself 
almost  independent  of  the  governmental  center.  On  the  eve  of  the 
Bolshevik  Revolution  it  was  absorbed  by  the  Ministry  of  Finance,  in 
accordance  with  the  decree  of  the  Provisional  Government  of  Sep- 
tember 14,  1917,  establishing  a  government  sugar  monopoly. 

The  Central  Flour  Bureau. 

When  the  problem  of  regulating  the  production  of  flour  came  up 
for  consideration,  there  was  established,  by  analogy  with  the  Centro- 
sakhar, a  Central  Flour  Bureau.  The  fundamental  object  of  this 
Bureau  was  to  provide  an  organization  that  would  assure  the  mills 
of  sufficient  grain  supplies  at  fixed  prices  and  would  deliver  all  flour 

Its  first  chairman  was  M.  Sukovkin,  chairman  of  the  Kiev  provincial 
zemstvo  board. 
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to  the  market,  likewise  at  fixed  prices.  A  group  of  flour  millers  from 
the  Volga  region  volunteered  to  undertake  the  proper  organization 
of  grain  purchases,  pledging  themselves  to  adopt  fixed  prices  in  all 
their  transactions.  But  the  Special  Council  thought  it  injudicious 
to  rest  content  merely  with  a  general  proclamation  of  fixed  prices,  in 
the  absence  of  concerted  measures  that  could  effectively  assure  the 
maintenance  of  such  prices.  While  not  rejecting  the  participation 
of  the  millers  in  grain  purchases  for  the  Government  on  a  commis- 
sion basis,  the  Special  Council  found  it  advisable  to  create  a  special 
governmental  organ,  in  which  the  millers  would  participate,  the 
function  of  which  would  be  to  concentrate  in  its  hands  all  measures 
for  the  regulation  of  the  flour  trade,  in  view  of  the  decision  to  extend 
fixed  prices  to  all  transactions  in  flour.  There  was  accordingly  formed 
at  Petrograd,  by  order  of  the  Minister  of  Agriculture  of  June  30, 
1916,  a  Central  Flour  Bureau,  under  the  jurisdiction  of  the  Special 
Council  and  presided  over  by  the  deputy  chairman  of  this  Council. 

The  membership  of  the  Bureau  included:  three  representatives 
of  the  Special  Council  chosen  from  its  own  ranks ;  the  deputy  chair- 
man of  the  Bureau,  appointed  by  the  Chairman  of  tlie  Special  Coun- 
cil regional  flour  commissioners  or  their  deputies ;  representatives 
of  the  government  departments  interested;  of  the  central  food  sup- 
ply organizations  of  the  Ministry  of  Agriculture ;  of  the  All-Russian 
Unions  of  Zemstvos  and  of  Towns ;  of  the  chief  commercial,  indus- 
trial, and  agricultural  associations ;  of  the  Moscow  Union  of  Con- 
sumers' Societies ;  of  the  Council  of  the  Flour  Millers'  Congress ;  and 
two  representatives  of  the  flour  business  in  general.  The  functions  of 
the  Bureau  were:  (1)  the  apportionment  of  flour  supplies,  under 
orders  from  the  Government,  among  the  several  territories,  for  the 
needs  of  the  army  and,  if  necessary,  for  the  civilian  population  as 
well;  (2)  the  elaboration  of  methods  of  collecting  information  re- 
garding both  the  actual  condition  of  the  flour  industry  and,  in  par- 
ticular, of  the  stocks  of  grain,  fuel,  and  sacks,  and  the  development 
of  production  and  demand  in  respect  of  these  commodities;  (3)  the 
preliminary  examination  of  projects  for  the  control  of  flour  prices ; 
(4)  the  solution  of  the  general  problems  of  assistance  to  the  millers 
in  the  collection  and  delivery  of  grain  and  in  the  supply  of  fuel, 
sacks,  etc.,  to  the  mills  ;  (5)  the  elaboration  of  a  plan  of  transport  for 

-®  To  this  post  was  appointed  M.  Salazkin,  a  member  of  the  State  Duma 
and  Chairman  of  the  exchange  committee  of  the  Nizhni-Novgorod  Fair. 
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grain,  flour,  and  fuel;  (6)  the  preparation  of  a  scheme  for  rationing 
the  several  regions  and  localities;  (7)  the  drafting  of  a  project  of 
compulsory  production  of  standardized  grades  of  flour. 

The  importance  and  the  work  of  the  Central  Flour  Bureau  will  be 
further  dealt  with  elsewhere  in  the  present  volume,^"  when  we  describe 
the  development  of  the  grain  and  flour  organization  in  its  entirety. 
Here,  we  merely  note  the  fact  that  this  Bureau,  unlike  the  Sugar 
Center,  failed  to  make  itself  the  main  pivot  of  all  subsequent  measures 
for  the  regulation  of  flour  production,  and  that  it  was  mostly  con- 
fined to  an  advisory  part  alongside  of  the  Flour  Committee  estab- 
lished by  the  order  of  October  10, 1916. 

This  was  due  to  the  exceptional  importance  of  the  work  of  the 
Central  Flour  Committee  which,  together  witli  the  collection  of 
grain,  proved  a  fundamental  element  in  the  food  supply  of  the  army 
and  nation ;  it  was  due,  also,  to  the  proximity  of  the  Bureau  to  the 
active  organs  of  the  central  food  supply  administration,  which  un- 
dertook the  actual  execution  of  all  plans  proposed  by  the  Bureau  and 
thus  prevented  the  latter  from  building  up  an  executive  machinery 
of  its  own.  Among  other  things,  the  institution  of  regional  flour  com- 
missioners failed  to  take  root,  and  the  Central  Flour  Bureau  itself 
was  unable  to  keep  pace  with  the  rapid  expansion  of  the  work,  being 
overwhelmed  and  completely  lost  in  it.  Upon  the  establishment  of 
the  Ministry  of  Food  Supply,  the  Bureau  was  finally  abolished. 

As  regards  the  local  flour  organs,  they  did  not  receive  a  unified 
organization  until  after  the  outbreak  of  the  Revolution.  Neverthe- 
less, flour  bureaus  were  already  beginning  to  be  formed  in  various 
parts  of  the  country  prior  to  the  Revolution,  on  the  initiative  of  the 
local  commissioners.  The  latter  were  anxious  in  this  way  to  obtain 
the  support  of  the  organized  local  industries  for  their  own  activities 
in  this  particular  field,  which  they  found  very  complicated  and  diffi- 
cult to  manage  unaided. 

With  the  formation  of  general  local  food  supply  organs  under  the 
Provisional  Government,  and  with  the  introduction  of  the  govern- 
ment grain  monopoly,  these  special  institutions  were  naturally  de- 
prived of  all  incentive  to  further  expansion,  and  they  were  soon  lost 
amidst  tlie  general  organization  of  the  food  supply  committees. 

Cf.  Chapter  IV. 
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The  Salt  Committees. 

Radically  different  were  the  arrangements  for  the  supply  of  salt." 
By  order  of  the  Ministry  of  Agriculture  of  April  2,  1916,  separate 
salt  committees  were  created  in  the  principal  salt-producing  regions, 
to  be  presided  over  by  the  local  commissioners  of  the  Special  Council. 
Such  committees  were:  the  Donets  Committee  (in  Kharkov),  the 
Crimean  (Simferopol),  the  Astrakhan  (Astrakhan),  the  Permian 
(Perm).  The  personnel  of  the  committees  included  the  deputy 
chairman,  appointed  by  the  Chairman  of  the  Special  Council,  and 
one  representative  of  the  general  administration,  one  of  the  mining 
inspection  service,  two  of  the  Ministry  of  Transport  (one  for  rail- 
way transport,  another  for  water  transport,  in  those  regions  where 
salt  was  shipped  by  water),  and  one  of  the  local  exchange  com- 
mittee; it  also  comprised  representatives  of  the  salt  industry,  their 
number  to  be  determined  by  the  committees,  but  having  collectively 
not  more  than  a  single  vote.  In  the  Donets  Committee  there  were, 
moreover,  the  representatives  of  the  Council  of  the  South  Russian 
Mine  Owners  Congresses,  as  well  as  of  the  Kharkov  Committee  on 
transport  of  mineral  fuel,  ores,  fluorites,  salt,  and  pig  iron  from  the 
mining  regions  of  South  Russia.  The  Astrakhan  Committee  in- 
cluded also  a  representative  of  the  fishing  interests. 

The  chairman  was  empowered  to  take  any  measure  within  the  com- 
petence of  the  committee  without  preliminary  discussion  by  the  lat- 
ter, being  merely  required  to  report  his  action  at  the  next  meeting  of 
the  committee.  The  order  of  April  2,  1916,  however,  did  not  au- 
thorize the  chairman  to  act  as  he  saw  fit  in  case  of  disagreement  with 
the  committee  or  even  against  the  decisions  of  the  latter.  Hence,  in 
such  cases,  the  chairman  could  only  appeal  to  the  Chairman  of  the 
Special  Council. 

A  similar  committee  was  formed  on  September  16,  1916,  at  Oren- 
burg, to  deal  with  the  salt  of  the  Iletskt  region  (Orenburg  Salt  Com- 
mittee). After  the  Revolution,  Avhen  the  control  was  extended  to 
the  salt  of  Semircchie  and  Odessa,  no  salt  committees  were  estab- 
lished at  these  places,  and  the  purchase  and  distribution  of  this  salt 
was  entrusted  instead  to  special  commissioners,  by  order  of  the  Min- 
ister of  Agriculture  of  March  8,  1917.  On  April  25  of  the  same  year 
the  salt  committees  were  abolished  and  their  places  taken  by  Salt 

Cf.  Chapter  XI. 
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Commissions  acting  under  the  provincial  food  supply  committees  and 
presided  over  by  the  chairmen  of  these  committees.  The  deputy  chair- 
man was  chosen  by  the  committee.  The  committee  also  determined 
the  composition  of  the  commission,  reporting  its  proposal  to  the  Min- 
ister of  Agriculture,  who  could  make  whatever  changes  he  thought 
needful  in  the  membership.  The  only  restriction  imposed  from  the 
outset  upon  the  local  committees  by  the  central  authority  was  that 
they  must  not  permit  the  representatives  of  the  salt  industry  to  ex- 
ceed one-third  of  the  total  membership  of  the  commission.  All  rights 
and  duties  of  the  former  salt  committees  devolved  hereafter  upon 
the  salt  commissions.  The  aims  and  achievements  of  the  salt  commit- 
tees will  be  discussed  in  greater  detail  when  we  come  to  describe  the 
further  progress  of  the  salt  supply  organization. 

All-Russian  Potato-Syrup  Manufacturers^  Association. 

Standing  in  a  class  by  itself  was  the  last  foodstuffs  organization 
to  be  formed  prior  to  the  Bolshevik  Revolution.  This  was  the  starch 
and  molasses  association.^^  It  was  formed  in  accordance  with  the  de- 
cree of  the  Provisional  Government  promulgated  on  September  14, 
1917.  The  gist  of  this  interesting  decree  is  as  follows. 

The  manufacture  of  pure  potato  starch,  dextrine,  sago,  potato- 
flour  (dry  starch),  and  starch  sugar  (glucose  and  molasses)  is  car- 
ried out  according  to  the  plans  and  under  the  control  of  the  Ministry 
of  Food  Supply.  The  regulation  of  the  manufacture  of  these  ar- 
ticles, the  supervision  of  this  manufacture,  the  distribution  of  starch 
among  the  several  undertakings  for  further  conversion,  and  the  dis- 
tribution of  the  finished  product  according  to  the  plans  and  direc- 
tions of  the  Ministry  of  Food  Supply,  are  all  to  be  dealt  with  by  the 
All-Russian  Potato-Syrup  Manufacturers'  Association.  The  Gov- 
ernment enters  into  contractual  relations  exclusively  with  this  As- 
sociation, and  not  with  individual  manufacturers.  To  supervise  the 
activities  of  the  Association,  the  Minister  of  Food  Supply  appoints 
an  inspector  from  among  persons  who  do  not  belong  to  the  Associa- 
tion. This  inspector  is  required  to  attend  all  the  general  meetings  of 
the  Association  and  the  meetings  of  its  administrative  board.  He  may 
also  attend  the  meetings  of  the  control  committee  and  all  other  or- 
gans of  the  Association,  and  he  may  insist  that  it  produce  all  its  books 

^2  Cf.  Chapter  X. 
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and  documents  for  his  inspection,  if  necessary.  The  decisions  of  all 
organs  of  the  Association,  as  well  as  the  minutes  of  their  proceedings, 
must  he  communicated  as  soon  as  possible  to  the  inspector,  who  may 
within  a  period  of  three  days  thereafter  suspend  the  execution  of 
any  decision  of  the  organs  of  the  Association  and  report  it  to  the 
Minister  of  Food  Supply,  who  has  the  final  decision  in  such  matters. 
The  Association  keeps  an  account  of  all  undertakings  engaged  in  the 
conversion  of  the  above-mentioned  commodities,  and  it  exercises  con- 
trol over  production.  Products  may  be  removed  from  these  estab- 
lishments only  by  order  of  the  Association. 

The  Association  receives  the  entire  output  at  fixed  cost  prices  and 
distributes  it  at  a  sale  price  fixed  by  the  Ministry  of  Food  Supply. 
The  Association  also  concentrates  information  regarding  the  stocks 
in  hand,  current  and  intended  production,  cost  of  production,  and 
other  such  data.  The  statutes  of  the  Association  are  to  be  confirmed 
by  the  Minister  of  Food  Supply.  Every  manufacturer  of  the  com- 
modities in  question  is  not  obliged  to  become  a  member  of  the  Asso- 
ciation, but  non-members  are  bound,  equally  with  members,  to  sub- 
mit to  the  Association,  as  provided  by  the  decree.  They  pay  to  the 
Association,  for  its  operations  as  an  intermediary  in  releasing  and 
distributing  their  output,  a  certain  commission,  as  determined  by 
the  general  meeting  of  the  Association.  As  regards  the  financial  re- 
sponsibility for  failure  to  meet  obligations  assumed  by  the  Associa- 
tion with  respect  to  the  Government  and  third  parties,  the  Asso- 
ciation answers  only  for  its  own  members. 

This  decree  is  of  interest  as  representing  the  only  attempt  ever 
made  in  connection  with  Russian  food  supply  during  the  War  to  en- 
trust the  regulation  of  the  supply  to  organized  industry  itself,  under 
the  supervision  and  direction  of  organs  of  the  Government. 
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PRICE  POLICY 

First  Measures  of  Price  Control. 

Pre-war  legislation  had  made  no  provision  for  the  Government's 
intervention  in  the  fixing  of  prices.  The  sole  exception  had  been  the 
right  of  municipal  councils  to  prescribe  bread  and  meat  prices,  but 
this  right  was  used  by  the  municipalities  only  on  very  rare  occa- 
sions. With  the  outbreak  of  the  War,  it  was  feared  that  the  difficult 
moment  might  be  taken  advantage  of  b}^  speculators  to  increase 
prices  unwarrantably,  and  the  Ministry  of  the  Interior  addressed, 
as  early  as  July  31,  1914,  an  ordinance  to  the  provincial  governors 
proposing  that  they  should  issue  in  the  usual  manner  compulsory 
orders  regulating  the  prices  of  articles  of  prime  necessity,  and  that 
they  should  bring  to  bear  all  their  legitimate  authority  against 
profiteering,  such  as  often  develops  in  connection  with  jDublic  ca- 
lamities. 

Having  no  specific  powers,  under  existing  laws,  to  cope  with  such 
a  situation,  the  governors  had  to  seek  justification  for  their  acts  in 
the  extensive  powers  conferred  on  them  in  a  state  of  emergency. 
This  explains,  on  the  one  hand,  the  flimsiness  of  the  legal  basis  of 
the  price-regulating  activities  of  the  local  authorities,  and,  on  the 
other,  the  extreme  lack  of  uniformity  in  these  activities.  The  method 
of  elaborating  and  inaugurating  the  regulations,  the  areas  and  arti- 
cles to  be  subjected  to  them,  and  the  manner  of  determining  the 
rates  were  seen  to  be  entirely  uncoordinated.  In  some  cases,  the  rates 
would  be  fixed  by  municipal  and  zerastvo  institutions,  and  confirmed 
by  the  provincial  governors ;  in  others,  they  would  be  prescribed  by 
the  governors  themselves,  without  any  apparent  participation  by 
the  local  public  organizations;  and  still  in  other  cases,  they  would 
be  issued  by  municipal  or  zemstvo  institutions,  or  by  mixed  commis- 
sions that  were  entirely  unknown  to  the  law,  showing  no  trace  of 
any  authoritative  sanction;  lastly,  in  some  instances,  the  rates 
would  be  determined  by  special  commissions,  likewise  unknown  to 
the  law,  and  confirmed  by  the  governors. 
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As  regards  their  areas  of  ojieration,  regulated  prices  sometimes 
applied  only  to  cities,  at  other  times  to  entire  districts.  With  regard 
to  articles,  these  prices  sometimes  covered  only  articles  of  prime  ne- 
cessity, such  as  bread  and  meat,  or  bread  alone,  at  other  times  they 
applied  to  an  enormous  list  of  commodities,  including  even  paper, 
ink,  and  newspapers.  In  some  places  only  the  retail  prices  were 
regulated,  in  others,  both  retail  and  wholesale.  In  the  manner  of 
their  elaboration,  the  regulated  prices  were  sometimes  intended  to 
be  based  merely  upon  the  probable  cost  of  the  commodity  to  the 
dealer;  at  other  times  they  made  an  attempt  to  ascertain  the  cor- 
relation between  demand  and  supply  in  the  given  market  and  take 
it  into  account. 

Respecting  penalties  for  non-observance  we  have  to  remember 
that  all  measures  for  the  regulation  of  prices  derived  their  sanction 
from  the  existing  state  of  emergency,  so  that,  in  accordance  with 
the  ordinary  procedure,  violation  of  price  regulations  would  entail 
the  corresponding  administrative  punishments,  that  is,  confinement 
in  a  prison  or  a  fortress,  or  in  a  house  of  detention,  for  a  period  of 
three  months,  or  a  fine  up  to  3,000  rubles,  by  order  of  the  highest 
local  administrative  authority.  In  some  cases  local  intervention  in 
the  regulation  of  prices  assumed  entirely  abnormal  forms.  Thus  the 
governor  of  Ekaterinoslav  issued  on  July  25,  1914,  an  order  pro- 
hibiting artificial  increases  of  price  by  dealers  in  flour,  grain,  meat, 
and  other  articles  of  prime  necessity.  On  May  9,  1915,  again,  he 
distributed,  for  the  guidance  of  the  officials  concerned  in  enforcing 
the  previous  order,  a  list  of  prices  marked  "strictly  confidential," 
fearing  that  publication  of  this  list  might  result  in  a  removal  of 
these  articles  from  the  confines  of  his  province.  In  this  way  the 
traders  were  made  subject  to  punishment  for  exceeding  prices  which 
they  did  not  even  know.  Or,  again,  another  case:  The  governor  of 
Penza  on  October  17,  1915,  prohibited  all  the  retail  stores  of  the 
city  of  Penza  from  making  profits  above  the  percentage  fixed  by  the 
general  session  of  the  local  treasury  board  for  1915.  To  this  order 
was  attached  a  list  of  goods  similar  to  the  famous  Table  of  Dio- 
cletian ;  it  s])ecified  the  rates  of  {)rofit  on  eighty-eight  articles,  start- 
ing at  a  low  rate  and  ending  quite  high  (from  2  per  cent  for  cement 
and  1  per  cent  for  matches  to  30  per  cent  for  ladies'  stylish  hats  and 
20  per  cent  for  corsets). 
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Failure  of  These  Measures. 

However,  the  failure,  now  clearly  apparent,  of  all  administrative 
measures  was  not  at  all  due  to  such  abnormal  and  incidental  ac- 
tions. The  trouble  was  that  the  very  principles  of  all  these  measures 
were  wrong.  Practical  experience  had  shown  that  price  regulations 
imposed  by  administrative  process  by  the  local  authorities  result  in 
one  or  other  of  these  two  phenomena:  (1)  the  regulations  are  com- 
plied with  by  the  dealers,  and  then  the  articles  affected  either  dis- 
ap))ear  from  that  market  or,  at  all  events,  are  no  longer  sent 
thither,  in  which  case  the  regulated  prices  will  have  to  be  either 
abolished  or  raised;  (2)  the  regulations  remain  on  paper  only,  be- 
ing, as  a  general  rule,  evaded  or  unenforced,  and  then  the  articles 
are  sold,  not  only  in  defiance  of  the  regulated  prices,  but  often  even 
at  prices  still  higher  than  might  have  been  charged  liad  there  been 
no  price  regulation  at  all,  as  the  price  must  now,  of  course,  include 
insurance  against  new  risks.  It  thus  becomes  impossible  to  procure 
goods  if  the  regulation  is  effective,  or,  if  possible,  then  only  in  con- 
travention of  the  regulation.  The  practice  of  the  various  local  ad- 
ministrative measures  in  the  domain  of  price  regulation,  often 
carried  out  with  a  great  deal  of  conscientious  effort,  had  demon- 
strated beyond  all  doubt  that  it  is  impossible  to  accomplish  any- 
thing in  the  economic  field  by  mere  administrative  orders — espe- 
cially local  and  uncoordinated  orders — no  matter  what  the  penalties 
for  violation,  if  the  Government  does  not  at  the  same  time  obtain 
actual  control  of  the  machinery  of  supply  and  confines  itself  to  the 
issue  of  ordinances  and  the  threat  of  punishment  for  their  violation, 
and  this,  too,  only  at  the  very  last  stage  in  the  economic  cycle,  that 
is,  at  the  moment  when  the  commodity  is  transferred  from  retailer 
to  consumer. 

Report  of  the  Secretariat  of  the  Special  Cotmcil. 

The  fiasco  of  price  regulation  brought  the  Government  face  to 
face  with  the  problem  of  supply  in  its  whole  vast  extent,  compelling 
the  special  organs  in  charge  of  this  business  to  bestow  upon  the 
problem  very  careful  theoretical  as  well  as  practical  thought,  with  a 
view  to  finding  a  solution  and  being  in  a  position  to  judge  whether 
this  solution  would  really  answer  the  general  purpose  aimed  at.  It 
was  not  mere  accident  that  the  experience  of  local  price  regulation 
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in  connection  with  the  circumstantial  report  drawn  up  by  M.  Zait- 
sev,  and  submitted  to  the  Special  Council  on  behalf  of  its  secreta- 
riat, should  have  caused  a  debate  which  for  the  first  time  revealed  the 
vast  magnitude  of  the  problem  confronting  the  Council.  Describing 
the  existing  position  of  price  regulation,  the  report  noted,  first  of 
all,  the  specific  reasons  for  its  failure,  namely,  the  unsatisfactory 
composition  of  the  regulating  organs,  the  inadequate  control  over 
the  actual  observance  of  the  regulations,  the  slowness  shown  in 
adapting  the  regulated  prices  to  the  changing  basic  prices,  but 
mainly  the  lack  of  system  and  coordination  in  working  out  the 
various  prices.  To  a  certain  extent  these  faults  were  due  to  the  ab- 
sence of  precise  and  unquestionable  legal  grounds  for  price  regula- 
tion. 

But  the  principal  part  of  the  report  dealt  neither  with  the  spe- 
cific causes  of  the  failure  nor  with  the  purely  formal  questions  of 
price  regulation,  to  which  the  report  ascribed  only  a  secondary  im- 
portance. What  it  dealt  with  at  great  length  was  the  problem  of  the 
economic  basis  of  price  regulation.  The  failure  was  ascribed,  not  so 
much  to  the  improper  formulation  and  systematization  of  the  regu- 
lative measures,  considered  from  the  administrative  standpoint,  as 
to  their  economic  incongruity,  due,  primarily,  to  the  divergence  be- 
tween the  basis  and  area  of  regulation,  on  the  one  hand,  and  the 
process  of  price  formation,  on  the  other. 

The  conclusion  arrived  at  by  the  authors  of  the  report  was  as  fol- 
lows :  if  the  Government  feels  that  it  should  not  confine  itself  to  in- 
fluencing retail  prices  alone,  Avhen  these  rise  unjustifiably  out  of  all 
proportion  to  local  wholesale  prices,  but  should  aim  at  a  more  im- 
portant object — the  maintenance  of  a  proper  ratio  of  prices  be- 
tween areas  of  supply  and  areas  of  demand — then  it  behooves  it  to 
consider  the  necessity  for  regulating  on  a  most  extensive  scale  the 
entire  business  of  supply. 

The  report  was  submitted  to  the  large  "Commission  for  Combat- 
ing the  High  Cost  of  Living"  organized  under  the  jurisdiction  of 
the  Special  Council.  This  commission,  after  an  animated  discussion, 
on  December  7  decided  that  it  would  require  a  report  on  the  matter 
from  the  statistical  subcommittee,  in  order  to  be  in  a  position  to 
consider  the  problem  more  carefully.  This  subcommittee  was  pre- 
sided over  by  the  member  of  the  State  Council,  S.  E.  Brazol,  and 
the  Deputy  Chairman,  Professor  Struve. 
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Extension  of  the  Powers  of  the  Chairman  of  Special  Council 
To  Fix  Maximum  Prices. 

However,  before  relating  the  further  progress  of  events,  we  must 
say  a  few  words  about  a  certain  measure  of  organization  in  the  do- 
main of  price  regulation  which  bears  a  very  close  relation  to  the 
supply  of  the  army  and  which  was  bound  to  play  an  immensely  im- 
portant part  in  the  work  of  organizing  the  supply  of  foodstuffs. 
We  have  in  mind  the  so-called  "fixed  maximum  prices." 

The  statutes  of  the  Special  Council  did  not  provide  for  the  right 
of  the  Council  to  prescribe  prices  that  would  be  obligatory  for  the 
public.  While  the  Chairman  of  the  Special  Council  was  entitled  to 
overrule  any  decision  concerning  the  establishment  of  compulsory 
prices,  he  was  not  free  to  establish  such  prices  by  his  own  authority. 
Viewing  this  situation  as  altogether  abnormal,  the  secretariat  of 
the  Council,  independently  of  the  general  pi'oblem  of  price  regula- 
tion which  it  had  referred  to  the  Council  for  consideration,  drew  up 
a  legislative  bill  for  a  suitable  extension  of  the  powers  of  the  Chair- 
man of  the  Special  Council.  This  bill  was  passed  by  the  Council  of 
Ministers  and  received  the  approval  of  the  Emperor  on  November 
27,  1915.  The  Chairman  of  the  Special  Council  was  now  granted 
the  power  to  prescribe  throughout  the  empire  or  in  any  particular 
section  of  it  maximum  prices  for  the  sale  of  food  and  fodder.  Sub- 
sequently, this  ruling  was  applied  very  extensively;  but  parallel 
with,  and  apart  from,  the  question  of  price  regulation,  the  problem 
of  fixed  prices  now  arose  and  was  given  a  practical  solution. 

Fixed  Maximum  Prices. 

The  system  of  fixed  prices  originated  at  a  time  when  the  Chair- 
man of  the  Special  Council  did  not  yet  possess  the  right  to  prescribe 
compulsory  prices.  But  he  had  a  right  which  was  quite  efficacious, 
namely,  the  right  of  requisition,  or  of  compulsory  seizure  of  food 
supplies,  which  made  the  establishment  of  definitely  fixed  j^rices 
inevitable.  Of  this  right  the  Chairman  availed  himself  in  the  estab- 
lishment of  obligatory  prices  for  government  purchases.  As  the 
fixed  price,  he  adopted  the  maximum  jorice  which  had  been  pre- 
viously announced — for  a  long  period — as  that  at  which  the  Gov- 
ernment made  its  purchases  of  the  given  commodity.  The  effective- 
ness of  such  a  price  was  secured  by  the  standing  threat  of  a  possible 
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requisition  of  any  amount  of  the  commodities  in  question  in  case  of 
refusal  to  sell  at  the  fixed  price,  with  a  discount  of  15  per  cent  as  a 
penalty  in  addition. 

Fixed  Prices  for  Oats. 

This  system  was  aj^plied  for  the  first  time  in  the  first  order  of 
the  Chairman  of  the  Special  Council,  of  October  5,  1915,  concern- 
ing certain  measures  to  assure  a  supply  of  oats  for  the  army,  for  the 
mines  working  for  the  national  defense,  and  for  seed.  This  order, 
which  was  to  become  historical  in  a  certain  sense,  was  made  neces- 
sary by  a  general  scarcity  of  oats  in  the  empire,  and  it  served  as  the 
source  from  which,  as  it  were,  the  entire  succeeding  food  supply 
system  was  developed.  It  laid  down  the  following  three  main  pro- 
visions : 

1.  For  the  purpose  of  supplying  oats  to  the  army  and  the  mining 
establishments  working  for  the  needs  of  national  defense,  and  for  the 
purpose  of  accumulating  seed  oats,  there  shall  be  established  at  once,  in 
those  regions  where,  by  order  of  the  High  Commissioner  of  Grain  and 
Fodder  Purchases  for  the  Army,  oats  are  procured  for  the  requirements 
herein  mentioned,  fixed  prices  for  oats  until  the  harvest  of  1916,  to  be 
obligatory  for  the  sellers.  The  commissioners  of  the  Department  of 
Agriculture  will  be  granted  authority,  in  case  of  refusal  by  sellers  to 
dispose  of  their  oats  at  the  fixed  prices,  to  requisition  them,  with  a  dis- 
count of  15  per  cent  on  those  prices. 

2.  The  sale  and  purchase  of  oats  to  private  individuals  is  not  pro- 
hibited, but  every  lot  of  oats  that  may  be  suitable  for  the  requirements 
referred  to  in  Section  1  may  be  bought  and,  in  case  of  refusal  to  sell 
voluntarily,  requisitioned,  by  the  commissioners  of  the  Department  of 
Agriculture.  .  .  . 

4.  The  institutions  of  local  government  shall  issue  announcements  to 
the  population  that,  in  view  of  the  need  of  consigning  the  available 
supplies  of  oats  to  the  army,  barley,  oil-cakes,  and  similar  foods  shall 
be  used  for  the  feeding  of  domestic  animals,  and  the  announcements 
shall  describe  the  best  methods  of  using  these  articles  as  fodder. 

It  will  be  seen  from  this  that  the  order  introduced  fixed  prices, 
with  the  threat  of  requisition  as  a  guaranty  of  their  actual  en- 
forcement, merely  as  an  emergency  measure,  its  emergency  charac- 
ter being  apparent  in  two  ways.  First,  the  enforcement  of  the  fixed 
prices  was  to  be  confined  to  purchases  for  the  army  and  for  mining 
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enterprises  working  for  the  national  defense;  the  order  did  not  aim 
at  a  general  price  regulation  in  the  general  market,  but  was  merely 
designed  to  make  it  easier  for  the  state  treasury  to  obtain  the  sup- 
plies required  by  the  Government.  In  the  second  place,  it  was  as- 
sumed that  the  commodity  for  which  the  price  was  fixed  should,  in 
the  best  interests  of  national  defense,  be  withdrawn  from  civilian 
use  and  replaced  by  substitutes.  Thus  the  order  of  October  5,  1915, 
was  only  an  army  supply  measure,  for  the  sake  of  which  the  supply 
of  the  civilian  population  had  to  readjust  and  retrench  itself  ac- 
cordingly, being  left,  as  heretofore,  to  free  commerce. 

Fixed  Prices  for  Sugar. 

An  entirely  different  character  was  imparted  to  the  fixed  prices 
provided  by  the  second  order  of  the  Chairman  of  the  Special  Coun- 
cil "concerning  certain  measures  for  procuring  by  government 
orders  the  supplies  of  sugar  needed  for  the  population,  and  con- 
cerning the  establishment  of  maximum  prices  for  granulated  and 
lump  sugar."  This  order  was  promulgated  practically  at  the  same 
time  as  that  dealing  with  oats,  namel}^  on  October  9,  1915.  Its  main 
provisions  were  the  following : 

1.  In  order  to  assure  by  government  orders  the  supplies  of  sugar 
necessary  for  the  population,  in  all  cases  where  it  may  prove  difficult  to 
obtain  them  from  refineries,  banks,  commission  merchants,  and  whole- 
sale dealers,  and  with  a  view  to  preventing  speculative  transactions  in 
sugar,  based  upon  the  expectation  of  increasing  prices,  maximum  prices 
are  established  throughout  the  empire  for  granulated  and  lump  sugar, 
and  the  sale  of  this  sugar  to  the  Government  and  to  such  public  and 
business  organizations  as  shall  be  charged  with  this  work,  shall  be 
obligatory  on  all  owners  of  sugar.  .  .  . 

5.  In  case  of  refusal  by  owners  to  sell  the  sugar  at  the  fixed  prices 
to  institutions  and  individuals  named  by  the  Government,  the  commis- 
sioner of  the  Chairman  of  the  Special  Council  on  Food  Supply  is  au- 
thorized to  requisition  the  required  amount  of  sugar  in  the  warehouses 
of  refineries,  banks,  and  dealers,  at  railway  depots  and  in  trucks,  with 
a  reduction  of  15  per  cent  on  the  fixed  prices.  .  .  . 

6.  With  the  promulgation  of  the  present  rules  .  .  .  the  regulated 
prices  for  lump  sugar  provided  by  the  order  of  the  Minister  of  Com- 
merce and  Industry  of  July  25,  1915,  are  abolished  as  well  as  all  regu- 
lated prices  lower  than  the  prices  provided  by  Sections  2  and  3  of  the 
present  rules. 
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We  have  here,  accordingly,  an  entirely  different  picture.  In  this 
instance  fixed  prices  are  not  used  exclusively  for  the  purpose  of 
procuring  sufficient  army  supplies,  but  as  an  instrument  for  influ- 
encing general  market  prices;  and  this  is  why  requisitions  are  no 
longer  made  by  the  purchasing  commissioner,  as  in  the  case  of  oats, 
but  by  the  commissioners  of  the  Chairman  of  the  Special  Council, 
whose  duty  it  is  to  secure  a  proper  sujDply  of  foodstuffs  to  the  entire 
population  within  their  own  territory. 

Difference  between  Regulated  and  Fixed  Prices. 

In  these  circumstances  the  Special  Council  and  its  organs,  in  con- 
sidering the  rejDort  of  the  secretariat  above  referred  to,  had  to  take 
into  account  two  new  factors  that  were  not  discussed  by  the  report: 
the  grant  to  the  Chairman  of  the  Special  Council  of  the  exclusive 
right  of  prescribing  maximum  (regulated)  prices,  which  the  public 
was  obliged  to  observe;  and  the  practice  of  the  Special  Council  of 
establishing  fixed  prices  at  two  different  rates — one  intended  solely 
for  the  supply  of  the  army,  the  other,  for  the  regulation  of  prices 
throughout  the  emj^ire.  The  now  perfectly  obvious  difference  be- 
tween the  two  basic  forms  of  influencing  prices,  that  is,  between  the 
regulated  and  fixed  prices,  was  of  theoretical  importance.  A  regu- 
lated price  is  one  decreed  to  be  obligatory  in  all  transactions  of  the 
pojDulation  at  large,  and  the  infringement  of  such  a  decree  is  to  be 
punished  as  a  criminal  offense  under  the  law.^  A  fixed  price,  on  the 
other  hand,  is  the  purchase  price  payable  by  the  properly  au- 
thorized government  organs  and  fixed  in  advance  to  cover  the  whole 
ensuing  purchasing  campaign,  its  actual  enforcement  being  guar- 
anteed merely  by  the  threat  of  requisition,  carried  into  effect  if 
necessary,  and  this,  in  case  of  refusal  to  sell,  at  a  reduced,  punitive 
price.  In  its  economic  significance,  price  regulation  has  in  view  the 
consumer,  being  designed  to  fix  the  price  of  his  purchases,  while  the 
fixed  price  has  in  view  the  producer,  being  designed  to  fix  the  price 

^  Under  the  decree  of  November  27,  1915,  breaches  of  price  regulation 
established  by  the  Chairman  of  the  Special  Council  entailed  the  same  con- 
sequences as  would  follow  the  violation  of  other  decrees  or  orders  of  the 
Chairman,  that  is,  confinement  in  a  prison  or  fortress  for  a  period  not  ex- 
ceeding three  months,  or  a  fine  of  not  more  than  3,000  rubles ;  and  in  case 
of  deliberate  evil  intent,  imprisonment  for  a  period  of  one  year  and  four 
months  up  to  two  years,  with  the  forfeiture  of  special  rights  and  privileges. 
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at  which  lie  sells,  with  regard  to  the  interests  of  certain  qualified 
purchasers.  Subsequently,  as  will  be  seen,  this  distinction  between 
regulated  and  fixed  prices  was  in  a  large  measure  obliterated  by  the 
extension  of  fixed  prices  to  all  transactions,  although  not  wiped  out 
entirely. 

Discussion  of  the  Report  on  Price  Regulation,  and  the  Conclusions 
of  the  Statistical  Subcommittee. 

We  can  now  review  the  discussion  which  followed  the  submission 
of  the  report  on  price  regulation.  This  discussion  was  naturally 
bound  to  expand  into  a  consideration  of  the  basic  problems  of  food 
supply  and,  at  a  certain  stage,  even  of  the  general  food  supply 
policy  in  its  entirety.  The  Statistical  Subcommittee  discussed  the 
report  of  the  secretariat  at  its  meeting  of  December  10,  and  ar- 
rived at  the  following  conclusions,  which  it  presented  to  the  Com- 
mission for  Combating  the  High  Cost  of  Living : 

1.  Independent,  isolated  price  regulation  cannot  be  regarded  as  an 
adequate  means  of  combating  the  high  cost  of  living. 

2.  Influence  may  be  exercised  by  regulation  of  prices  in  the  consum- 
ing localities  only  if  the  supply  of  the  regulated  commodity  itself  is 
regulated.  Specifically,  it  is  necessary  to  concentrate  in  the  hands  of 
the  commissioners  of  the  Chairman  of  the  Special  Council  on  Food 
Supply  the  control  over  the  disposal  of  those  documents  which  au- 
thorize the  transport  of  goods  under  orders  of  the  Ministry  of  Trans- 
port within  the  limitations  of  the  established  freight  schedules,  as  well 
as  the  supervision  of  the  actual  transport  of  such  goods.  The  Commis- 
sioners may  render  assistance  in  supplying  the  regulated  articles,  that 
is  to  say,  by  the  grant  of  transport  permits,  by  ceding  supplies  held  at 
the  disposal  of  the  commissioners,  and  so  on,  on  condition  that  such  ar- 
ticles shall  be  sold  at  the  fixed  prices.  In  certain  cases  it  may  be  found 
necessary  to  organize  the  distribution  as  well  as  the  consumption  of  a 
regulated  commodity. 

3.  In  the  event  of  special  difficulty  in  procuring  commodities  in  the 
producing  localities,  it  will  be  necessary  to  establish  fixed  maximum 
prices,  with  the  right  of  requisition  by  the  commissioners.  These  fixed 
prices  are  to  be  adopted  for  each  separate  commodity  after  careful 
consideration  by  the  Special  Council  on  Food  Supply,  taking  into  ac- 
count the  conditions  of  production,  transport,  and  distribution  of  the 
commodity  in  question.  The  area  in  which  the  fixed  maximum  prices 
shall  operate  is  likewise  to  be  determined  for  each  commodity  separately. 
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4.  The  elaboration  of  the  schedules  of  regulated  prices  and  the  exe- 
cution of  the  mef^sures  connected  therewith  are  left  to  the  commissioners 
of  the  Chairman  of  the  Special  Council,  with  the  cooperation  of  local 
conferences  to  be  formed  by  the  commissioners,  with  the  obligatory 
participation  of  representatives  of  municipal  and  zemstvo  institutions. 

These  findings  were  in  entire  agreement  with  the  principles  ad- 
vocated in  the  report  of  the  secretariat,  linking  price  regulation 
with  transjjort  regulation,  but  at  the  same  time  they  proposed  to 
base  price  regulation  in  the  consuming  areas,  in  case  of  special 
difficulty,  upon  a  system  of  fixed  prices  in  the  producing  areas. 

Arguments  of  the  Opponents  of  the  Price  Regulation. 

Those  members  of  the  Commission  for  Combating  the  High  Cost 
of  Living  who  were  opposed  to  State  intervention  did  not  leave  these 
conclusions  unchallenged.^  Their  arguments  were  summarized  in 
the  journal  of  the  private  conference  held  under  the  chairmanship 
of  the  member  of  the  State  Council,  N.  N.  Pokrovsky,  on  December 
31,  1915.  Their  fundamental  idea  was  that  "under  existing  condi- 
tions in  Russia,  when  there  is  an  absolute  surplus  of  products,  with 
only  local  scarcity  due  to  disorganization  of  transport,  price  regu- 
lation is  absolutely  ineffective."  This  ineffectiveness  was  demon- 
strated also  in  the  report  of  the  Statistical  Subcommittee,  for,  if  one 
examined  more  closely  the  measures  recommended  therein,  one 
would  find  that  the  effectiveness  of  generally  compulsory  prices 
prescribed  by  the  Government  depended  upon  monopolization  by 
the  Government  of  the  regulated  commodities.  The  conference  had 
been  able  to  draw  the  same  conclusion  from  its  observation  of  daily 
practice  in  the  supply  of  sugar,  where  "neither  the  establishment  of 
price  regulation  nor  the  fixing  of  prices  for  government  purchases 
had  of  itself  proved  sufficient  to  provide  the  population  with  an  ade- 
quate supjjly  of  sugar  at  definite  prices."  Measures  to  assure  an 

^  The  private  conference  of  tliose  members  of  the  Commission  for  Com- 
bating the  High  Cost  of  Living  who  opposed  State  intervention  had  on  its 
agenda  for  discussion  not  only  the  findings  of  the  Statistical  Subcommittee 
of  M.  Brazol,  but  also  a  detailed  memorandum  of  the  representative  of  the 
Union  of  Towns  accredited  to  the  Special  Council,  M.  Grohman,  who  favored 
very  drastic  measures  with  a  view  to  carrying  out  without  further  delay  all 
supply  plans  throughout  the  country.  On  the  whole,  public  opinion  kept  on 
persistently  driving  the  Government  toward  a  policy  of  maximum  interven- 
tion in  the  economic  life  of  the  nation. 
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adequate  sugar  suj^ply  proved  efficacious  only  where  the  Govern- 
ment itself  undertook  both  purchase  and  distribution,  and  '"by  this 
time  it  appears  to  be  absolutely  unquestionable  that  a  final  and 
complete  solution  of  the  problem  of  supplying  sugar  to  the  public 
lies  in  the  direction  of  a  government  monopoly  of  the  entire  busi- 
ness." 

Against  such  a  conclusion,  however,  which  was  to  be  applied  to 
the  whole  food  supply  problem,  tlie  conference  protested  very 
strenuously,  finding  it  obviously  unrealizable  in  actual  practice. 
Deliveries  in  particular,  they  thought,  would  not  only  fail  to  be  im- 
proved if  supply  were  entrusted  to  the  Government,  but,  on  the 
contrary,  would  suffer  even  more. 

In  these  circumstances,  the  proclamation  of  a  theoretical  necessity 
for  so  extensive  an  intervention  of  the  State  in  the  business  of  food  sup- 
ply would  prove  not  only  undesirable,  but  even  dangerous,  because  of 
the  implication  that  the  Government  itself  had  assumed  all  responsi- 
bility for  the  adequate  and  equitable  supply  of  the  public  with  food- 
stuffs, when  there  was  utter  uncertainty  as  regards  the  possibility  of 
really  carrying  out  the  obligations  assumed  in  this  respect.  [And, 
again,]  the  solution  of  the  problem  of  food  supply,  in  the  firm  convic- 
tion of  the  conference,  must  be  sought,  not  in  the  direction  of  a  na- 
tionalization of  the  whole  business  of  food  supply,  but  exclusively  in 
the  improvement  of  transport  facilities,  because  no  governmental  regu- 
lation of  any  description,  no  matter  how  far-reaching  and  all-inclusive 
in  conception,  can  take  the  place  of  the  trucks  and  locomotives  that  are 
lacking,  and  furnish  sufficient  food  for  the  needs  of  the  population,  or, 
in  any  event,  furnish  more  than  competitive  commerce  could  furnish. 

Owing  to  such  considerations,  the  conference  found  that  price 
regulation  as  an  isolated  measure  would  not  answer  the  purpose 
aimed  at,  concurring  in  this  regard  with  the  findings  of  the  sub- 
committee of  M.  Brazol,  but  holding  at  the  same  time  that  the  sys- 
tem of  governmental  organization  of  food  supply  proposed  by  that 
committee  would  be  impossible  of  practical  realization. 

Professor  Struve's  Ansxiaer. 

The  resolution  of  the  private  conference  drew  a  sharp  reply  from 
Professor  Struve,  representing  the  All-Russian  Union  of  Zemstvos 
at  the  Special  Council.  In  his  dissenting  view,  he  stressed  the  point, 
first  of  all,  that 
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the  inadequacy  of  transport,  whatever  its  underlying  causes  may  be  at 
the  present  moment,  cannot  be  remedied  entirely  by  any  measure,  even 
if  it  were  the  most  drastic,  and  this  must  be  reckoned  with  as  a  fact  due 
to  the  War  itself.  ...  In  Russia,  the  inadequacy  of  the  mechanism  of 
transport,  aggravated,  to  be  sure,  but  by  no  means  caused  by  the  lack 
of  system  and  by  all  kinds  of  abuse,  represents  that  factor  which  con- 
stitutes the  center  of  gravity  in  the  entire  problem  of  the  food  supply. 

While  sharing  the  view  of  the  private  conference  in  this  par- 
ticular respect,  Professor  Struve  refused,  however,  to  support  its 
conclusion  that  "the  Government  may  refrain  from  intervention  in 
the  economic  life  of  the  country  and  from  assuming  the  responsi- 
bility for  its  course,  while  maintaining  the  fiction  of  free  commerce, 
which  cannot,  and  actually  does  not,  exist  under  wartime  condi- 
tions. ..."  On  the  contrary,  in  the  opinion  of  Professor  Struve, 
"it  is  precisely  the  insufficiency  of  transjaort  facilities  that  points  to 
the  field  in  which  the  regulating  measures  of  the  Government  ought 
to  be  applied."  Vigorously  upholding  the  permit  system  of  trans- 
port. Professor  Struve  linked  with  it  and  advocated  both  regulated 
and  fixed  prices. 

Only  under  the  permit  system  of  transport,  in  conjunction  with  a 
system  of  fixed  prices  in  the  producing  areas  and  regulated  prices  in 
the  consuming  areas,  will  it  be  possible  to  attain  an  adequate  supply  of 
foodstuffs  for  the  requirements  of  the  population,  thereby  doing  away 
with  the  speculative  inflation  of  prices.  All  objections  to  fixed  and  regu- 
lated prices — and  if  the  latter  were  only  rationally  conceived,  they  could 
not  help  being  based  upon  fixed  prices — are  valid  only  when  they  refer 
to  these  measures  uncoordinated  with  the  permit  system  of  transport. 
Rejection  of  the  permit  system  would  discredit  the  system  of  fixed 
prices  and  deprive  it  of  all  meaning,  from  the  standpoint  of  a  general 
regulation  of  prices ;  for  in  this  case  the  fixed  prices,  while  relieving  the 
situation  so  far  as  the  government  treasury  is  concerned,  would  sur- 
render all  the  remaining  economic  business  to  the  grasp  of  selfish  specu- 
lation. The  same  thing  would  happen  if,  while  the  system  of  fixed  prices 
and  a  permit  system  were  retained,  those  regulated  prices  which  affect 
immediate  consumption  were  to  be  abolished,  for  in  that  case  all  regula- 
tion of  prices  and  supply  would  only  serve  to  benefit  the  local  mer- 
chants. 

The  problem  of  a  rational  organization  of  the  food  supply  [Pro- 
fessor Struve  concluded],  does  not  consist  in  the  fantastic  pursuit  of 
the  ideal  of  competitive,  free  commerce,  which  is  impossible  under  con- 
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ditions  of  a  strict  militarization  of  the  entire  national  life ;  nor  does  it 
consist  in  the  abolition  of  regulated  prices,  because  this,  being  merely 
a  negative  measure,  would  only  discredit  the  Government;  but  rather 
does  it  consist  in  a  well  planned,  well  reasoned  harmonization  of  neces- 
sary measures  by  a  governmental  authority  which  is  alive  to  its  re- 
sponsibilities and  does  not  fear  them.  If,  in  the  planning  of  theoretical 
schemes  of  state  intervention,  one  can  see  danger  in  the  assumption  by 
the  Government  of  the  responsibility  of  proclaiming  such  extensive 
plans,  there  would  be  not  one  whit  less,  but  possibly  even  more,  danger 
in  a  deliberate  self-effacement  of  the  Government,  on  principle,  from 
all  intervention  in  the  country's  economic  life,  at  the  present  critical 
moment,  only  because  it  lacks  confidence  in  its  own  power. 

Report  of  the  Secretariat  before  Plenary  Meeting  of  the  Com- 
mission for  Combating  High  Cost  of  Living. 

The  views  of  the  secretariat  of  the  Special  Council  and  of  the 
statistical  subcommittee  were  supported  only  by  a  minority  in  the 
Commission  for  Combating  the  High  Cost  of  Living.  This  minority 
contemplated  the  possibility  of  constructing,  upon  the  basis  of 

fixed  prices  in  the  producing  areas,  the  permit  system  of  transport, 
the  regulation  of  wholesale  prices  in  the  areas  of  consumption,  and  the 
regulation  of  retail  prices  upon  the  basis  of  the  latter  prices,  ...  a 
well  organized  system  of  food  supply  for  the  population,  on  the  prin- 
ciple of  government  control  of  and  cooperation  with  private  trade,  the 
same  to  be  under  the  direction  of  the  Government,  in  which  system  all 
links  of  the  chain  are  to  be  bound  up  with  and  interdependent  on  each 
other.  ^ 

The  majority — 10  to  3— upheld  the  contention  of  the  private  con- 
ference. Deeming  it  impossible  to  reject  entirely  the  regulation  of 
retail  prices,  and  still  less  that  of  wholesale  prices,  which  was  looked 
upon  as  a  measure  to  be  handled  with  the  greatest  caution,  the 
majority  of  the  commission  emphatically  rejected  the  general  sys- 
tem of  food  supply  recommended  by  its  minority,  and  by  the  sec- 
retariat. To  the  majority,  it  seemed  impossible  of  practical  realiza- 
tion and  therefore  only  harmful.  A  middle  ground  was  taken  by  the 
Deputy  Chairman  of  the  Special  Council,  M.  Glinka.  In  a  special 
report  submitted  by  him,  he  supported  the  majority  opinion  in  so 
far  as  it  insisted  upon  limitation  of  intervention  by  the  Government 
in  the  work  of  food  supply,  but  he  deemed  it  indispensable,  in  those 
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rare  cases  where  regulation  of  wholesale  prices  sliould  be  found 
necessar}^,  to  have  these  prices  based  upon  those  measures  which 
had  been  proposed  by  the  minority,  that  is,  that  there  should  be 
both  fixed  prices  in  the  producing  areas  and  a  permit  system  of 
transportation. 

Report  of  Secretariat  Considered  by  Special  Council. 

Under  these  unfavorable,  not  to  say  hopeless,  conditions  the  re- 
port of  the  secretariat  was  presented  to  the  Special  Council  for  dis- 
cussion and  decision.  The  membership  of  the  Special  Council  was 
almost  identical  with  that  of  tlie  Commission  for  Combating  the 
High  Cost  of  Living,  and  tlie  decision  now  depended  upon  the  view 
that  would  be  taken  in  this  matter  by  the  Chairman  of  the  Special 
Council,  M.  Naumov,  who  presided  at  this  meeting.  Having  heard 
both  sides,  he  announced  that  he  could  not  regard  the  question  as 
sufficiently  elucidated,  but,  in  any  case,  he  declared  himself  unable 
to  agree  with  the  views  of  the  majority.  Still,  considering  it  impos- 
sible, at  this  stage,  to  side  definitely  with  the  minority,  he  requested 
the  Commission  for  Combating  the  High  Cost  of  Living  to  recon- 
sider the  matter  on  its  merits  without  delay,  in  connection  with  a 
new  memorandum  that  had  been  submitted  to  him  by  the  secre- 
tariat. On  the  following  day  there  took  place,  under  the  chairman- 
ship of  M.  Pokrovsky,  another  meeting  of  the  commission,  with  the 
result  that  a  resolution  was  adopted,  after  an  animated  debate,  em- 
bodying the  principal  propositions  of  the  minority  of  the  commis- 
sion. It  should  be  pointed  out  liere  that  this  turn  of  affairs  was  not 
only  due  to  the  views,  now  made  fully  apparent,  of  the  directing 
chief  of  the  food  organization ;  it  was  also  attributable  to  the  cir- 
cumstance that  many  of  those  belonging  to  the  majority  were 
driven  to  admit  that  a  regulated  system  of  freight  shipments,  at 
any  rate,  was  already  an  accomplished  fact;  and  in  this  connection 
they  found  themselves  compelled  to  agree  to  regulation  of  the  sup- 
ply itself,  even  if  they  continued  to  harbor  grave  misgivings  over 
such  an  extension  of  State  intervention,  predicting  that  government 
monojiolization  of  the  entire  food  supply  would  inevitably  follow. 
It  cannot  be  denied  that  in  this  respect  the  opponents  of  the  recom- 
mendations of  the  secretariat  and  the  minority  of  the  Special  Coun- 
cil proved  to  be  absolutely  right. 
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Rules  of  February  12,  1916. 

At  length,  on  February  12,  1916,  the  Ministry  of  Agriculture 
published  the  following  rules,  approved  by  the  Special  Council, 
''concerning  certain  measures  for  the  regulation  of  the  su})ply  of 
foodstuffs  to  the  jiopulation,  and  concerning  the  method  of  elabo- 
rating and  introducing  the  regulation  of  food  prices."  In  case  of 
difficulty  in  supplying  certain  localities  Avith  sufficient  food,  a  regu- 
lar schedule  of  rail  transport  could  be  used,  on  the  strength  of 
special  certificates  issued  by  the  commissioners  of  the  Chairman  of 
the  Special  Council;  for  unscheduled  transport,  a  general  rule  was 
provided,  according  to  which  only  those  freights  were  entitled  to 
express  transport  which  were  consigned  to  the  commissioners  them- 
selves, on  their  certificates  (this  was  the  permit  system  of  trans- 
port). The  question  of  starting  a  system  of  schedule  transport  to 
any  particular  area  was  to  be  brought  to  the  attention  of  the  Chair- 
man of  the  Special  Council  by  the  local  commissioner  after  discus- 
sion in  the  local  councils.  To  assure  tlie  sale  of  foodstuffs  at  propor- 
tionate prices,  the  commissioners  were  granted  the  power  of  making 
the  issue  of  transport  permits  contingent  upon  the  undertaking  of 
the  obligation,  by  those  by  whom  such  permits  were  sought,  to  sell 
such  commodities  at  prices  determined  beforehand  or  in  proportion 
to  the  prices  charged  at  the  source  of  the  supply ;  it  was  provided, 
furthermore,  that  such  traders  should  follow  the  order  of  distribu- 
tion prescribed  by  the  commissioner.  There  were,  however,  the  fol- 
lowing resei'vations :  (1)  goods  acquired  by  zemstvo  and  municipal 
boards  were  not  subject  to  distribution  by  the  commissioner,  and 
other  goods  were  to  be  so  subject  only  in  exceptional  circumstances, 
and  (2)  the  method  of  the  application  of  the  permit  sj'stem  itself, 
and  especially  the  distribution  of  consignments  received,  were  to  be 
determined  by  the  commissioner  after  discussion  at  the  local  coun- 
cils. Should  it  prove  impossible  in  this  way  to  assure  an  adequate 
supply  at  fair  prices,  the  commissioner  might  recommend  that  the 
Government  itself  should  acquire  the  necessary  food  supplies  at 
fixed  prices.  If,  in  addition  to  the  measures  taken  under  the  permit 
system,  it  should  appear  necessary  for  the  maintenance  of  a  normal 
price  level  to  provide  regulated  prices,  these  might  be  introduced 
in  the  manner  described  below. 
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The  initiative  in  establishing  regulated  j^rices  was  to  rest  with 
the  higher  local  administrative  authorities,  the  commissioners  of 
the  Chairman  of  the  Special  Council,  and  municipal  and  zemstvo 
institutions,  while  the  decision  as  to  the  actual  need  for  regulation 
of  prices  and  the  designation  of  those  articles  that  should  be  subject 
to  such  regulation,  together  with  the  scales,  or  rates  of  the  regu- 
lated prices,  were  to  be  left  to  the  local  councils  under  the  commis- 
sioners. Such  a  council  was  to  be  called  under  the  chairmanship  of 
the  commissioner  or  his  rejjresentative  and  was  to  comprise  repre- 
sentatives of  various  government  departments,  of  the  respective 
municipal  and  zemstvo  institutions,  of  exchange  committees  or  busi- 
ness organizations,  of  local  cooperative  societies,  of  associations  of 
the  All-Russian  Unions  of  Towns  and  of  Zemstvos,  and  of  the 
local  war  industries  committees,  at  the  rate  of  one  representative 
for  each  institution  or  organization,  besides  such  persons  as  the 
chairman  might  invite  (in  an  advisory  capacity)  and  such  members 
of  the  Special  Council  as  might  happen  to  be  present.  If  approved 
by  the  commissioner,  the  regulated  price  schedules  were  submitted 
to  the  highest  provincial  authorities  for  their  confirmation  and  pub- 
lication, and  the  same  authorities  were  required  to  enforce  these 
price  regulations  and  prosecute  offenders.  Should  there  be  disagree- 
ment between  the  commissioner  and  the  provincial  governor,  the 
final  decision  rested  with  the  Chairman  of  the  Special  Council.  All 
price  regulations  were  to  be  brought  to  the  attention  of  the  Special 
Council  immediately  after  their  promulgation,  with  a  statement  of 
the  reasons  that  rendered  their  adoption  necessary,  and  with  a 
specification  of  the  schedules,  or  rates.  It  was  for  the  Chairman  of 
the  Special  Council  to  decide  whether  he  should  amend  or  repeal 
the  regulations,  either  in  the  process  of  review  (or  "revision")  or  on 
complaint  by  persons  or  institutions  concerned. 

Price  regulation  was  to  apply  only  to  articles  of  prime  necessity 
for  mass  consumption.  Regulated  retail  jDrices  were  to  be  deter- 
mined in  proportion  to  wholesale  prices,  or  to  regulated  local  whole- 
sale prices,  should  such  be  established.  Regulated  wholesale  prices 
were  to  be  determined  in  conformit}^  with  the  fixed  prices  in  the 
areas  of  production.  In  establishing  the  various  price  regulations, 
due  account  was  to  be  taken  of  freight  costs,  overhead  charges,  and 
commercial  profits.  All  existing  price  regulations  were  to  be  re- 
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vised  at  once  in  accordance  with  the  above  rules,  and,  if  it  was  found 
desirable  to  continue  them  in  force,  they  were  to  be  submitted  for 
confirmation  to  the  Special  Council. 

Characteristics  of  the  Rules  of  February  12. 

The  decision  of  February  12  proved  to  be  a  victory  for  the  advo- 
cates of  government  regulation,  but  the  influence  of  the  majority 
was  felt  in  the  extremely  cautious  and  moderate  formulation  of  the 
objects  and  methods  of  the  regulation:  transport  schedules,  the  or- 
ganization of  distribution,  government  purchases  at  fixed  prices — 
all  these  things  were  looked  upon  merely  as  exceptions  to  the  pre- 
vailing system  of  free  commerce  limited  by  the  use  of  the  permit 
system  of  transport.  On  the  basis  of  this  permit  system,  there  was 
outlined  a  new  method  of  influencing  prices  in  the  most  moderate 
and  elastic  manner — by  the  "commensurate"  price — that  is,  a  price 
determined  definitely  in  reference  to  a  given  lot,  or  consignment,  of 
goods,  and  depending  upon  the  market  where  it  is  procured. 

In  this  moderate  form,  which  the  Rules  of  February  12  gave  to 
the  regulation  of  supply,  the  whole  system  was  destined  to  become 
obsolete  even  before  the  decree  could  be  promulgated.  Circum- 
stances were  such  as  to  lead  toward  a  general,  all-round  organiza- 
tion of  the  entire  business  of  supply.  The  majority  in  the  Com- 
mission for  Combating  the  High  Cost  of  Living  were  in  error  when 
they  considered  it  possible  to  restore  comjjetitive  commerce  in  the 
face  of  a  general  insufficiency  of  transport  facilities,  but  they  were, 
on  the  other  hand,  perfectly  right  when  they  predicted  that  further 
steps  along  the  road  of  government  regulation  would  prove  in- 
evitable and  insisted  that  prices  could  be  influenced  effectively  only 
to  the  extent  to  which  the  supply  was  under  actual  control,  that  is, 
only  if  the  Government  assumed  comjolete  control  of  purchase  as 
well  as  distribution.  Elsewhere  in  this  volume  may  be  found  a  de- 
tailed account  of  the  development  of  the  organization  in  respect  of 
the  principal  and  most  typical  articles  of  supply  (grain,  sugar, 
salt,  meat).  Here,  we  shall  deal  with  the  process  only  in  its  most 
general  features,  in  so  far  as  it  bears  upon  the  problem  of  price 
regulation. 
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Utilization  of  the  Machinery  of  Fixed  Prices  To  Satisfy 
the  Needs  of  the  Population. 

We  have  seen  that  the  two  initial  decrees  inaugurating  fixed 
prices  j^rovided  for  two  variants  of  government  intervention :  in  the 
case  of  oats,  fixed  prices  had  in  view  the  interests  of  the  army, 
neglecting  the  interests  of  the  population  at  large;  in  the  case  of 
sugar,  the  fixed  prices  had  in  view  the  interests  of  the  population, 
paying  no  attention  to  the  interests  of  the  army  (already  secured 
in  another  way).  In  the  extension  of  fixed  prices  to  other  com- 
modities, a  middle  course  was  at  first  adopted :  to  begin  with,  prices 
were  fixed  in  order  to  assure  a  supply  for  the  army,  but  these  could 
be  apphed  also  for  the  benefit  of  the  public.  The  decree  of  December 
6,  1915,  fixing  prices  for  millet,  buckwheat,  buckwheat  grits,  rye, 
and  rye  flour,  is  already  designated  a  decree  "concerning  purchas- 
ing measures,  on  government  orders,  for  the  purpose  of  supplying 
the  army  and  population"  with  these  commodities.  The  decree  of 
January  3,  1916,  on  the  enactment  of  fixed  j^rices  for  wheat  and 
wheat  flour  states  plainly  that  these  prices  are  established  "for  the 
purpose  of  supplying  the  arm}^  or  the  population."  Gradually,  this 
formula  comes  into  general  use.  No  longer  confined  to  grain,  it  was 
adopted  in  the  decree  of  January  31,  1916,  establishing  fixed  prices 
for  hay  and  spring  straw.  While  the  decree  of  June  8,  1916,  fixes 
prices  in  Siberia  for  butter  up  to  September  1,  1916,  for  army  pur- 
chases only,  that  of  September  12  of  the  same  year  already  applies 
them  to  both  arm}^  and  civilian  supplies.  The  only  thing  that  re- 
mains throughout  an  exclusively  military  commodity  is  low-grade 
tobacco  (7nakhorka) ,  since  this  cannot  be  classified  as  an  article  of 
prime  necessity  for  the  civilian  inhabitants.  Although  the  decree 
of  June  2,  1916,  by  which  the  prices  of  tobacco  were  fixed  for  the 
first  time,  makes  no  reference  to  its  being  an  exclusively  army  ar- 
ticle, this  was  assumed  as  a  matter  of  course.  But  in  the  decree  of 
November  14,  1916,  and  likewise  in  that  of  March  8,  1917,  issued 
under  the  Provisional  Government,  fixed  prices  for  tobacco  were 
established  only  for  the  needs  of  the  army.^ 

Such  a  broad  interpretation  of  the  scope  of  fixed  prices,  as  com- 

^  We  must  bear  in  mind,  however,  that  the  maximum  selling  prices  of 
tobacco  were  regulated  under  the  normal  legislative  procedure  by  the  Min- 
istry of  Finance. 
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pared  with  the  practice  observed  in  the  case  of  oats,  was  in  perfect 
accord  with  the  Rules  of  February  12.  It  should  be  emphasized  in 
this  connection  that  these  regulations  rested  upon  what  was  more  or 
less  an  already  established  practice,  rather  than  the  reverse,  in  so 
far  as  this  broader  interpretation  was  concerned.  But  after  the 
publication  of  these  regulations  the  practice  went  even  further. 
What  these  regulations  treated  merely  as  more  or  less  of  an  ex- 
ception, now  showed  a  tendency  to  become  the  general  rule.  In 
short,  the  question  of  extending  fixed  prices  to  all  transactions 
whatsoever  was  there,  and  becoming  increasingly  urgent. 

Extension  of  Fixed  Prices  to  All  Transactions. 

Elsewhere  in  the  present  work  the  process  of  price  formation 
under  conditions  of  war-time  economy,  and  more  particularly  the 
divergence  between  fixed  and  competitive  prices,  have  been  treated 
at  length.  The  elimination  of  this  divergence,  and  the  unification 
of  prices  by  subjecting  the  competitive  prices  to  the  rule  of  fixed 
j)rices,  was  not  only  a  question  of  supplying  the  population  with 
goods  at  fair,  or  "commensurate"  prices,  but  was  the  indispensable 
condition  of  successfully  provisioning  the  army,  since  the  existence 
of  competitive  prices  exceeding  the  fixed  prices  tended  to  paralyze 
the  purchasing  operations.  Practical  experience,  however,  had 
taught  that  effective  fixed  prices  could  not  be  established  by  mere 
decree,  but  that  nothing  less  was  involved  than  the  full  control  of 
supply,  and  the  adoption  of  methods  and  measures  of  organization 
that  would  actually  assure  delivery  of  goods  at  the  fixed  prices.  In 
such  organization  work  the  whole  of  1916  was  spent.^  The  list  of 
the  various  commodities  was  headed  by  sugar.  Here,  there  had  been 
no  proclamation  of  fixed  prices  for  all  transactions;  it  was  merely 
stipulated  that  Ccntrosakhar  should  intervene  in  all  sugar  pur- 
chases, and  this  made  the  fixed  sugar  prices  to  all  practical  pur- 
poses actual  monopoly  prices.  In  the  case  of  salt,  fixed  prices  for  all 
transactions  were  first  provided  by  the  decree  of  April  2,  1916,  in 
connection  with  the  establishment  of  the  salt  committees,  which  were 
empowered  to  purchase  at  these  prices  any  quantity  of  salt  and  pro- 

*  The  progress  of  this  organizing  activity  is  described  in  the  separate 
chapters  of  the  present  work  treating  of  the  principal  foodstuffs. 
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vided  with  the  required  transport  facihties/  On  May  12,  in  connec- 
tion with  the  commissioning  of  the  zemstvos  to  buy  cattle  and  meat 
under  the  levying  plan,  fixed  prices  for  cattle  were  extended  to  all 
purchases  by  private  persons  and  institutions.  Lastly,  with  the 
establishment  of  fixed  prices  for  the  grain  of  the  new  harvest,  in  the 
autumn  of  1916,  the  same  principle  was  applied  to  this,  the  prin- 
cipal article  of  food.  By  the  decree  of  September  9,  1916,  fixed 
prices  for  grain  were  established  for  government  purchases,  pur- 
chases by  public  organizations,  and  for  all  business  transactions. 
An  identical  formula  was  used  in  the  decree  of  September  19,  1916, 
which  established  fixed  prices  for  rye  and  wheat  flour. 

Substance  of  the  Formula  of  "Extension  of  Fixed  Prices 
to  All  Transactions." 

If  we  look  for  the  real  substance  of  this  formula  of  "extension  of 
fixed  prices  to  all  transactions,"  we  shall  see  that  it  includes  a  great 
many  things,  and  that,  in  so  far  as  it  is  actually  observed,  it  be- 
comes an  entirely  different  matter,  namely,  a  monopoly  of  the 
supply.  The  considerations  underlying  the  Rules  of  February  12, 
1916,  as  we  have  seen,  were  as  follows:  From  locally  fixed  prices, 
via  the  permit  system  of  transport,  a  bridge  was  thrown  across  to 
the  regulated  prices  in  the  areas  of  consumption.  This  was  not  a 
compulsory  system,  the  fixed  prices  were  not  supposed  to  cover 
everything  everywhere,  and  this  is  why  another  sj^stem  of  price 
regulation  was  also  provided,  working  through  the  same  principle 
of  the  permit  system  of  transport:  this  was  the  definite  regulation 
of  prices  on  a  level  that  was  commensurate  with  the  purchase  prices, 
which  did  not  necessarily  coincide  with  the  fixed  prices.  But  when 
once  the  fixed  prices  are  extended  to  cover  all  transactions,  the 
situation  changes,  for  thereafter  no  room  is  left  for  the  "commen- 
surate" prices,  and  the  consuming  areas  must  introduce  everywhere 
price  regulations  based  upon  the  fixed  purchase  prices.  This,  how- 
ever, requires  one  thing:  the  possibility  of  actually  procuring  the 
regulated  commodity  at  those  prices  which  form  the  basis  of  the 
regulated  prices. 

Those  measures  of  organization  which  were  at  the  disposal  of  the 

^  Sometimes  the  Government  bought  up  all  the  available  salt  and  shipped 
it  by  water,  under  its  own  control.  Cf.  Chapter  XI. 
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Government  under  the  Rules  of  February  12,  1916,  that  is  to  say, 
a  purchasing  machinery  existing  in  the  areas  of  production,  the 
permit  system  of  transport,  and  a  distributing  machinery  in  the 
areas  of  consumption,  were  indispensable  and  adequate  for  the  ex- 
tension of  fixed  prices  to  all  transactions  only  in  respect  of  those 
articles  that  happened  to  be  abundant  in  the  producing  regions.  As 
regards  these,  the  impossibility  of  shipping  such  articles  without 
the  sanction  of  the  controlling  institutions  afforded  the  opportunity 
of  buying  at  the  fixed  prices.  This  was  the  case  with  the  salt  of  the 
Donets  and  Crimean  regions.  It  was  easy  to  buy  these  articles  at 
prices  not  exceeding  those  fixed,  and  it  was  only  necessary  to  secure 
that  prices  should  not  be  inflated  because  of  market  conditions  at 
the  destination  of  these  shipments.  The  permit  system  of  transport 
could  prevent  such  inflation.  In  other  words,  it  was  capable  of  over- 
coming merely  that  dualism  in  prices  which  was  observed  between 
areas  of  production,  on  the  one  hand,  and  consumption  on  the  other. 
In  short,  it  could  avert  that  unwarranted  increase  of  prices  which 
was  occasioned  by  the  reduced  transport  facilities.  But  the  permit 
system  proved  useless  in  overcoming  the  dualism  of  competitive 
and  fixed  prices  due  to  the  actual  scarcity  of  the  given  article  in  the 
area  of  its  production.  For  example,  if  a  person  had  at  his  disposal 
a  freight  train  for  the  conveyance  of  Crimean  salt,  not  only  could 
he  have  bought  without  any  trouble  the  salt  at  fixed  prices,  but  he 
might  possibly  even  have  obtained  it,  with  some  slight  exertion,  at 
a  still  lower  price.  The  only  thing  that  mattered  was  that  this  salt 
should  be  sold  at  the  price  ruling  in  the  producing  area,  plus 
freight,  overhead  charges,  and  a  normal  profit,  and  not  at  prices 
dictated  by  the  ratio  of  supply  to  demand  in  the  area  of  consump- 
tion. In  the  case  of  sugar,  however,  it  would  have  been  different. 
Inasmuch  as  he  would  have  had  to  buy  sugar  in  the  open  market, 
the  buyer  who  had  at  his  disposal  a  freight  train  for  its  transport 
would  have  found  no  sugar  at  fixed  prices,  but  would  have  had  to 
pay  considerably  more  than  these.  The  only  way  in  which  he  could 
have  obtained  the  sugar  at  fixed  prices  would  have  been  by  apply- 
ing to  those  organs  which  bought  sugar  at  such  prices ;  that  is  to 
say,  the  existing  measures  of  organization,  especially  the  permit 
system  of  transport,  would  have  been  of  no  avail  in  this  case,  and 
the  sugar  would  have  had  to  be  obtained  at  the  fixed  prices  from 
the  government  supply  organization. 


58 


FOOD  SUPPLY  IN  RUSSIA 


Fixed  Prices  and  Government  Monopoly  of  Commerce. 

This  was  true  not  only  of  sugar  but  of  other  foodstuffs,  espe- 
cially grain.  As  regards  these  articles,  the  extension  of  fixed  prices 
to  all  transactions  signified  the  grant  of  the  right  to  all  the  con- 
sumers of  such  articles  to  demand  of  the  government  supply  organi- 
zation that  it  should  let  them  have  the  required  supplies  at  fixed 
prices.  This  was  provided  by  the  Rules  of  September  9  among 
others,  which  extended  fixed  grain  prices  to  all  transactions.  Ac- 
cording to  Article  2  of  these  rules,  public  organizations  and  other 
institutions  and  individuals  desiring  the  assistance  of  the  authorities 
in  purchasing  grain  at  the  fixed  prices  were  required  to  apply  to 
the  commissioner  of  the  Chairman  of  the  Special  Council  on  Food 
Supply  at  the  destination  of  such  grain.  These  requests  were  to  be 
granted  b}'  the  commissioners  within  the  limits  of  the  general  sup- 
ply schedules  approved  by  the  central  supply  organs  (Central 
Flour  Bureau  and  the  High  Commissioner  of  Grain  Purchases  for 
the  Army).  In  other  words,  the  extension  of  fixed  prices  to  all  trans- 
actions does  not  transform  the  fixed  into  regulated  prices,  that  is 
to  say,  into  generally  compulsory  prices  of  which  the  non-observ- 
ance is  to  be  punished  as  a  criminal  offense.  Fixed  prices  still  re- 
main what  they  are,  the  purchase  prices  guaranteed  only  by  the  fact 
of  their  actual  observance,  and  thus  the  whole  center  of  gravity 
shifts  to  the  question  how  far  this  could  be  realized  in  actual  prac- 
tice. The  jjroblem  of  extending  fixed  prices  to  all  transactions  now 
becomes  a  question  whether  all  transactions  are  actually  negotiable 
at  fixed  prices.  Such  actual  negotiability,  as  had  been  shown  in 
practice,  is  jDossible  only  in  the  various  forms  of  purchase  organized 
by  the  government  itself ;  for,  so  long  as  private  transactions  con- 
tinue to  be  tolerated,  even  under  the  outward  appearance  of  fixed 
prices  (should  that  be  unavoidable),  the  competitive  price  will  stub- 
bornly prevail  and  its  influence  upon  prices  in  the  consuming  re- 
gions cannot  be  eradicated  by  any  regulated  or  fixed  prices  such  as 
were  provided,  for  example,  by  the  above-mentioned  decree  of  Sep- 
tember 9  for  the  producing  areas.  But  still  more  important  is  the 
fact  that  the  continuance  of  comjietitive  business,  even  after  the 
princijde  of  an  extension  of  fixed  prices  to  all  transactions  has  been 
proclaimed,  has  a  paral3'zing  effect  upon  purchases  at  fixed  prices. 
From  the  point  of  view  of  the  possibility  of  basing  prices  in  the  con- 
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suming  areas  upon  fixed  prices,  the  extension  of  fixed  prices  to  all 
transactions  amounts  to  a  requirement  that  there  shall  be,  not  only 
in  form,  but  in  fact,  ojDportunity  of  obtaining  supplies  for  the 
population  at  such  prices,  out  of  the  government  stores.  And  from 
the  point  of  view  of  the  possibility  of  effective  accumulation  of  such 
government  stores,  this  extension  of  fixed  prices  becomes  the  re- 
quirement that  the  producers  shall  be  actuall}'  as  well  as  nominally 
prevented  from  selling  at  any  but  fixed  prices,  in  other  words,  to 
any  but  the  Government's  purchasing  agencies.  Together,  these  two 
requirements  amount  to  the  same  thing,  namely,  that  the  Govern- 
ment must  intervene  in  the  wholesale  supply  business  of  the  given 
article. 

Both  theoretical  reasoning  and  practical  exj^erience  suggested 
this  conclusion,  which,  as  we  saw,  had  been  so  clearly  realized  by  the 
opponents  of  State  intei'vention.  The  Government  was  bound  toward 
the  goal  of  a  monopoly  of  supply.  In  the  case  of  sugar,  this  was 
reached  even  before  the  March  Revolution.  INIatters  were  tending  in 
the  same  direction  also  in  the  grain  supply,  before  the  same  Revolu- 
tion. Rut  here  we  nmst  note  the  remarkable  attenijjt  to  stem  the  in- 
evitable course  of  events  made  by  INI.  Rittikh,  who  took  the  place  of 
Count  Bobrinsky  as  Chairman  of  the  Special  Council.  We  refer  to 
his  famous  grain  levy.'^  This  was  supposed  to  accomplish  for  grain 
what  had  been  done  for  the  sujjply  of  meat:  to  begin  by  taking,  as 
a  national  duty,  everything  needed  for  the  army,  institutions  in  con- 
nection therewith,  and  localities  in  particular  want,  and  to  preserve, 
or,  more  properly  speaking,  restore,  freedom  of  commerce,  modified 
by  the  permit  system  of  transport,  for  the  remaining  business.  But 
the  Revolution  drove  matters  decidedly  in  the  earlier  direction. 
Step  by  step,  all  articles  were  monopolized  by  the  governmental 
supply  organization  in  its  various  forms  described  in  detail  in  the 
chapters  treating  of  each  particular  article. 

Fixed  and  Regulated  Prices  Transforvied  into  Purchase  and  Sale 
Prices,  Respectively,  of  the  Government  Monopoly 
of  Commerce. 

It  is  interesting  to  note  that  from  the  moment  of  the  extension 
of  fixed  prices  to  all  transactions  the  significance  of  fixed  and  regu- 

«  Cf.  Chapter  IV. 
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lated  prices,  per  se  as  well  as  in  their  mutual  relation,  is  entirely 
changed.  We  have  seen  that,  during  the  period  when  governmental 
regulation  was  in  course  of  development,  the  ideas  of  fixed,  regu- 
lated, and  "commensurate"  prices  had  been  differentiated.  We 
stated  that  the  idea  of  a  commensurate  price,  as  an  independent 
form  of  price  regulation  differing  from  regulated  prices,  was  aban- 
doned at  the  moment  when  the  principle  of  the  extension  of  fixed 
prices  to  all  transactions  was  proclaimed.  With  the  actual  realiza- 
tion of  this  principle,  the  conceptions  of  regulated  and  fixed  prices 
in  their  hitherto  separate  forms  were  likewise  given  up.  After  this, 
the  fixed  price  was  no  longer  an  obligatory  purchase  price  for  the 
open  market,  enforceable  through  the  possibility  of  taking  posses- 
sion of  any  amount  of  the  goods  in  question  and  paying  for  them  at 
a  reduced,  jDunitive  rate  in  case  of  refusal  to  sell  voluntarily.  In- 
stead, it  became  a  payment  made  to  the  producer  of  an  article 
which  was  recognized  as  the  property  of  the  State  and  excluded  en- 
tirely from  commercial  transactions,  and  not  the  payment  for  a  rela- 
tively free  purchase  stimulated  by  fear  of  requisition  in  case  of  re- 
fusal to  sell.  Hereafter,  the  Government  approj^riated  the  entire 
output,  paying  for  it  a  definitely  settled  price.  This,  to  be  sure, 
likewise  constitutes  a  f.xed  price,  when  we  stress  the  fact  that  it  was 
definitely  settled  and  inflexible  for  the  entire  period  of  production. 
But  it  was  a  fixed  price  in  an  entirely  different  sense.  The  punitive 
discount  on  the  price  may  in  this  case  be  retained,'  but  this  also 
assumes  a  different  meaning.  It  no  longer  signified  the  exercise  of 
pressure  to  induce  voluntary  sale,  for  there  was  now  no  possibility 
of  any  voluntary  disposal  of  goods ;  compulsory  alienation  had 
taken  its  place.  Hence,  the  discount  could  only  mean  a  fine  for  tardy 
delivery  of  the  monopolized  article  to  the  Government,  or  for  an 
attempt  to  evade  delivery  entirely.  Thus  an  identical  external  form 
now  covered  a  different  inner  reality.  Similarly,  regulated  prices 
hereafter  took  on  a  new  meaning.  No  longer  were  they  the  gen- 
erally obligatory  prices  prescribed  for  private  business,  but  rather 
prices  to  be  charged  to  consumers  for  articles  monopolized  by  the 
Government.  Here,  too,  criminal  punishment  might  be  retained  in 
force,  but  it  would  no  longer  be  the  penalty  for  breach  of  a  price 
regulation  generally  compulsory,  but  rather  for  selling  at  the 

'  Under  the  Provisional  Government,  even  at  the  close  of  its  existence, 
this  discount  was  raised  from  15  to  30  per  cent. 
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wrong  price  a  government-monopolized  article  handed  over  to  a 
certain  person  or  organization  for  distribution  among  the  popula- 
tion. The  retail  merchant  no  longer  bought  the  goods  to  sell  to  the 
customer.  He  now  became  in  part  a  commission  agent  and  in  part 
even  something  like  a  government  official  engaged  in  the  distribu- 
tion of  that  particular  commodity.  It  was  the  fundamental  propo- 
sition of  the  whole  supply  situation  that  there  was  not  enough  of 
that  product  to  be  had  to  supply  the  entire  demand.  For  that  reason 
it  was  transferred  to  the  retail  dealer,  on  certain  terms  that  would 
guarantee  a  fair  and  equal  distribution  in  accordance  with  the 
schedules  provided  by  the  government  organs,  and  the  distribution 
was  placed  under  the  actual  control  of  the  Government.  Under  these 
conditions  there  was  no  longer  a  regulated  price  which  was  obliga- 
tory in  business  transactions,  but  a  government  sale  price  at  which 
the  monopolized  commodity  was  to  be  sold  by  the  retail  merchant 
acting  in  the  capacity  of  a  government  agent.  Fixed  and  regulated 
prices  finally  combined,  as  two  different  phases  of  the  same  single 
system  of  supply,  to  form  the  purchase  and  sale  prices,  respectively, 
of  commodities  monopolized  by  the  State. 


CHAPTER  III 


TRANSPORT  POLICY 
I.  TRANSPORT  BY  RAIL 

The  First  Measures. 

The  enormous  demands  which  the  outbreak  of  the  War  made  upon 
railway  traffic  upset  from  the  first  the  normal  dispatch  of  ordinary 
freight  as  carried  on  under  the  regulations  in  force  before  the  War. 
It  became  necessary  to  make  some  kind  of  selection  among  the 
freight  offered  for  conveyance,  in  accordance  with  its  relative  im- 
portance, regardless  of  the  order  of  priority  in  which  it  might  be 
received  for  dispatch.  At  first,  the  appropriate  measures  were 
adopted  by  the  railway  administrations  in  the  form  of  isolated 
orders  for  the  exceptional,  or  preferential,  conveyance  of  all  kinds 
of  freight,  both  as  regards  single  consignments  and  entire  cate- 
gories of  freight,  either  for  definitely  stated  periods  or  until  these 
orders  should  be  rescinded.  Later,  taking  into  account  the  expe- 
rience gained  with  such  orders,  the  railway  administrations  issued 
a  circular  order,  on  July  27,  1915,  establishing  a  general  schedule 
for  the  carriage  of  ordinary  freight,  substantially  as  follows. 

All  consignments  were  divided  into  preferential  and  regular. 
Preferential  freight,  in  turn,  was  divided  into  four  classes — A,  B, 
C,  D — the  A  class  including  military  freights,  especially  "food, 
fodder,  and  other  freight  provided  for  the  army  by  the  Department 
of  Agriculture  and  shipped  on  military  freight  orders  under  letter 
iV."  The  D  class  included  "preferential  freight  shipped  for  the  pur- 
pose of  satisfying  public  needs,"  and  there  was,  furthermore,  a  sub- 
sidiary class,  d,  Avhich  covered  "food-stuffs  consigned  to  provincial 
governors  on  orders  from  the  Special  Councils,  Regional  Commit- 
tees, or  the  Central  Committee."  All  regular  freight  was  similarly 
divided  into  several  large  classes — 1,  lA,  2,  2A,  3,  ^,  5.  Foodstuffs 
consigned  by  various  public  organizations  came  under  2 A;  to  ob- 
tain this  classification,  the  consignors  had  to  produce  at  the  dis- 
patch station  certificates  signed  by  the  heads  of  such  organizations, 
showing  the  amount  of  freight  offered  for  dispatch  to  have  been 
actually  prepared  by  the  organization  named  and  stating  the 
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destination.  In  the  case  of  freight  offered  by  consumers'  coopera- 
tive societies  and  by  coo2)erative  associations,  such  certificates  had 
to  be  obtained  from  the  respective  municipal  and  zemstvo  authori- 
ties. 

Freight  Schedules  for  Armij  Cotmgnnicnts. 

So  far  as  tlie  food  suppHes  of  the  army  were  concerned,  these 
regulations  merely  sanctioned  established  usage  under  which  mili- 
tary consignments  had  enjoyed  a  maximum  of  preferential  dispatch 
and  a  position  entirely  apart  from  other  freight.  Still,  it  cannot  be 
said  that  the  transport  of  foodstuffs  for  the  army  was  something 
entirely  unforeseen  and  unj)repared  for  bv  the  railways :  as  a  mat- 
ter of  fact,  such  transport  was  carried  out  according  to  schedules 
that  had  been  prepared  in  advance.  At  first,  these  schedules  were 
elaborated  at  the  Army  Supply  Depai'tment  in  Petrograd,  with  the 
cooperation  of  representatives  of  the  Ministries  of  Agriculture  and 
of  Transport,  and  of  the  Division  of  INIilitary  Communications. 
After  the  establishment  of  the  Special  Administration  of  Front 
Zone  Railways  at  the  Headquarters  of  the  Supreme  Connnander-in- 
Chief,  and  of  the  Provisional  Directing  Committee  for  Railway 
Traffic  at  the  Ministry  of  Transport,  it  was  customary  to  determine 
the  monthly  food  and  forage  quotas  of  the  army  and  the  routes  for 
their  transport  at  periodical  conferences  held  at  the  Headquarters 
of  the  Supreme  Commander-in-Chief,  and  the  orders  for  such  trans- 
port would  then  be  issued  by  the  Provisional  Directing  Committee 
just  mentioned.  The  transport  was  in  both  cases  effected  in  the 
preferential  order  provided  by  the  regulations  of  July  27,  that  is, 
on  military  freight  orders  under  letter  A'^,  within  the  limits  of  the 
established  schedules. 

Difficulties  in  Conveyance  of  Food  for  the  Population. 

Placed  in  such  exceptionally  favorable  conditions,  the  conveyance 
of  foodstuffs  to  the  front  proceeded  smoothl}^  although  even  now 
a  deficit  of  10  to  15  per  cent  in  the  transport  required  was  not 
an  unusual  occurrence.  But  the  remaining  consignments  of  food- 
stuff's were  in  a  relatively  unfavorable  situation  and  these  had  to 
bear  the  full  weight  of  the  general  inadequacy  of  railway  facilities. 
Previous  to  the  regulations  of  July  27,  transport  permits  would  be 
issued  at  the  special  request  of  the  central  organs  concerned,  for 
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certain  specific,  preferential  consignments  of  foodstuffs  for  tlie 
population,  or  for  carriage  by  through  trains  going  without  re- 
loading and  uncoupling  from  point  of  dispatch  to  destination.  But 
these  were  merely  incidental  measures  and  not  always  effective.  The 
regulations  of  July  27,  as  a  general  rule,  placed  foodstuffs  well 
toward  the  end  of  the  schedule,  and,  with  a  large  amount  of  freight 
awaiting  transport,  this  signified,  ordinarily,  nothing  more  nor  less 
than  that  consignments  of  food  were  doomed  to  be  left  lying  about 
the  stations. 

Revision  of  the  Regulations  of  July  21,  1915. 

Such  a  state  of  affairs,  needless  to  say,  could  not  be  tolerated,  and 
presently  the  Special  Council  on  Food  Suppl}'  proposed  the  revi- 
sion of  the  regulations  of  July  27.  The  Special  Council  on  Trans- 
port discussed  the  recommendation,  but  considered  it  inadvisable  to 
alter  the  regulations.  And,  as  a  matter  of  fact,  ordinary  common 
sense  would  suggest  that  the  mere  shifting  of  freight  from  one  class 
of  preferential  conveyance  to  another,  when  there  was  a  general 
dearth  of  transport  facilities,  could  produce  no  essential  improve- 
ment in  the  situation,  but  would  merely  lead  to  a  transfer — more  or 
less  rapid  according  to  the  degree  of  pressure  brought  to  bear  by 
the  institutions  concerned— of  all  other  freights  of  about  the  same 
importance  to  the  same  class  of  preference.  Presently,  things  would 
return  to  the  former  condition,  where  freight  that  had  been  granted 
priority  could  nevertheless  obtain  no  transport,  because  facilities 
were  lacking.  The  organs  in  charge  of  the  supply  work  were  com- 
pelled to  admit  that  under  the  transport  handicap  from  which  the 
country  was  suffering,  the  system  of  preferential  conveyance,  im- 
plying, as  it  did,  the  existence  of  considerable  elasticity  in  the 
transport  system  and  of  an  excess  supply  of  rolling  stock,  had 
proved  entirely  inadequate,  and  that  a  solution  of  the  problem 
should  not  be  sought  in  racing  one  kind  of  freight  ahead  of  others, 
but  in  changing  the  entire  system  of  transport,  that  is  to  say,  in 
adopting  a  system  of  transport  by  schedule.  A  maximum  utilization 
of  existing  transport  facilities,  on  the  one  hand,  and  the  certainty 
of  the  actual  dispatch  of  freight  accepted,  on  the  other,  would  be 
feasible  only  if  freight  schedules  were  worked  out  in  advance.  Only 
if  the  central  organs  in  charge  of  the  railway  traffic  had  previous 
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information  concerning  the  amounts,  kinds,  and  dispatch  stations 
of  freight  offered  for  conveyance,  would  they  be  able  to  (1)  select 
most  advantageously,  with  reference  to  the  relative  importance  of 
the  various  freights,  those  freights  which  could  be  carried  at  all 
under  prevailing  technical  conditions,  (2)  make  the  best  possible 
use  of  all  available  transport  facilities,  and  (3)  offer  actual  as- 
surance of  transport  for  freight  included  in  the  schedules  after 
proper  consideration  of  all  circumstances. 

First  Attempts  at  Transport  hy  Schedule  for  the  Population. 

The  recommendation  of  the  Special  Council  on  Transport  that  a 
general  freight  schedule  should  be  drawn  up  was  approved  by  the 
Council  of  Ministers,  and  on  November  13,  1915,  the  Minister  of 
Transport  requested  the  Minister  of  Agriculture  to  furnish  the 
data  on  which  such  a  schedule  might  be  elaborated.  At  the  outset, 
it  was  to  be  confined  to  twenty-two  provinces  in  northern  Russia. 
As  the  food  supply  of  the  country  was  not  yet  under  the  control 
of  the  organs  of  the  Special  Council,  the  work  of  elaborating  the  re- 
quired schedule  could,  in  the  main,  be  only  of  a  statistical  nature. 
The  secretariat  of  the  Special  Council  addressed  a  questionnaire  to 
the  municipalities,  and  on  December  7,  1915,  the  replies  having 
been  properly  tabulated  and  printed  in  a  somewhat  condensed 
form,^  they  were  submitted  to  the  Ministry  of  Transport.  By  this 
time  the  Provisional  Directing  Committee  previously  referred  to 
had  been  organized  under  this  Ministry.  The  organs  that  had 
hitherto  regulated  transport,  the  Central  and  Regional  Committees, 
were  not  abolished  after  the  creation  of  the  Directing  Committee, 
but  relegated  to  the  background.  The  Directing  Committee  now  be- 
came the  active  organ  regulating  all  freight  movements,  the  trans- 
port of  food  included. 

Upon  closer  acquaintance  with  the  problem  it  was  found  that  it 
was  by  no  means  as  easy  to  change  the  prevailing  system  to  one  of 
schedule  transport  as  might  have  appeared  at  first  sight,  when  it 
was  still  in  a  theoretical  stage.  The  reason  was  that,  from  the  stand- 
point of  the  expected  and  inherent  advantages  of  a  practical  sched- 
ule of  freight  transport,  the  question  was  not  one  of  establishing 

^  Materialy  k  Planu  Zheleznodorozhnihh  Perevozoh  .  .  .  (Materials  for 
a  Schedule  of  Railway  Transport  of  Foodstuffs  for  the  Months  of  December 
and  January,  According  to  the  Statements  of  the  Municipalities). 
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more  or  less  approximately  those  quotas  of  supply  that  had  been 
provided  by  past  statistical  data ;  neither  was  it  a  question  of  ascer- 
taining now  the  approximate  requirements  of  the  several  areas  of 
consumption  and  tlie  places  from  which  they  expected  their  supplies 
to  be  dispatched.  Such  data,  no  doubt,  afforded  more  or  less  reliable 
grounds  upon  which  to  base  the  calculation  of  freight  movements 
that  might  be  definitely  expected.  They  were  useless,  however,  as  a 
tolerably  solid  foundation  for  a  really  effective  freight  schedule, 
because  they  offered  no  sort  of  security  that  the  freight  would  in 
fact  be  offered  at  the  expected  dispatch  stations.  On  the  other  hand 
the  elaboration  of  the  freight  schedule  entailed  such  serious  difficul- 
ties for  the  Ministry  of  Transport  that  the  immediate  introduction 
of  the  measure  on  a  large  scale  was  impossible.  The  advantages  in- 
herent in  a  system  of  schedule  transport  were  not  questioned,  but 
the  obstacles  in  the  way  of  the  practical  inauguration  of  the  system 
kept  on  increasing  as  the  moment  of  its  application  on  a  large  scale 
drew  nearer.  This  is  why  the  Directing  Committee  at  first  confined 
itself  to  a  mere  experimental  introduction  of  the  schedule  in  Petro- 
grad  and  Finland,  for  the  first  fifteen  days  of  January.  During  the 
second  half  of  the  month,  the  schedule  was  extended  to  eight  prov- 
inces supplied  by  the  most  congested  lines,  namely,  the  Nicholas 
and  the  Northern  Railways.  A  different  system  was  adopted  for 
the  provinces  along  the  western  front.  In  this  section,  the  Special 
Administration  of  Front  Zone  Railways  at  the  Headquarters  of  the 
Su}n'eme  Commander-in-Chief  allotted,  out  of  the  total  number  of 
trucks  transferred  from  the  railways  of  the  interior  to  those  of  the 
front,  seventy  trucks  daily  for  the  transport  of  foodstuffs  during 
the  month  of  January ;  these  trucks  were  to  be  distributed  by  the 
local  councils,  with  the  cooperation  of  the  representatives  of  the 
INlinistry  of  Transjiort,  the  commissioners  of  the  Chairman  of  the 
Special  Council,  and  local  public  organizations. 

Rules  of  Dcceviher  28,  1915. 

As  regards  the  remaining  sections  of  the  country,  the  schedule 
plan  was  given  up,  and  in  its  stead  there  was  inaugurated  a  system 
of  j)refcrential  transport  of  foodstuffs,  in  accoi'dance  with  the  ordi- 
nance of  December  28,  1915.  Permits  for  the  preferential  trans- 
port of  such  freight  were  issued  upon  the  declarations  of  the  local 
commissioners  of  the  Chairman  of  the  Special  Council  on  Food 
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Supply,  and  this  preference  was  granted  hereafter  under  class  C 
of  the  classification  provided  by  the  ordinance  of  July  27,  1915. 
The  granting  of  still  further  priority,  or  of  through-train  trans- 
port, rested  with  the  Directing  Committee  at  Petrograd.  The  con- 
signment was  actually  accepted  when  the  consignor  pi'esented  a 
certificate  from  the  commissioner,  issued  Avithin  the  limits  of  the 
prefei-ential  transport  permits  at  the  commissioner's  disjiosal,  and 
these  permits  were  to  be  valid  for  a  period  of  two  weeks. 

The  Permit  System  of  Transport. 

It  will  thus  be  seen  that  no  unified  system  of  transport  had  been 
yet  devised,  and  that  for  all  foodstuffs  for  which  preferential  dis- 
patch was  claimed  appropriate  certificates  from  the  food  supply 
organs  had  to  be  })roduced.  At  the  same  time  another  very  impor- 
tant matter  demanded  a  solution :  this  was  the  question  who  was 
entitled  to  receive  preferential  consignments  of  foodstuffs.  On  the 
demand  of  the  representatives  of  the  Special  Council,  and  notwith- 
standing a  certain  amount  of  opposition  from  the  INIinistry  of 
Transport,  a  system  was  established,  admitting  of  no  exceptions, 
under  which  preferential  food  shipments  could  be  consigned  to  none 
but  the  commissioners.  We  have  already  seen  the  importance  at- 
tached to  this  provision  from  the  standpoint  of  influencing  jjrices. 
But  apai't  from  this  the  measure  was  also  dictated  by  the  very  fact 
that  there  was  a  regulation  of  transport.  As  long  as  there  was  to  be 
an  ap])ortionment  of  the  minimum  of  trucks  needed  and  the  maxi- 
mum of  trucks  available  under  existing  transport  possibilities,  on 
the  basis  of  the  data  furnished  to  the  food  supply  organs,  for  the 
satisfaction  of  the  current  food  requirements  of  a  given  area,  it  was 
absolutely  indispensable  that  the  food  supply  organs  should  be 
given  the  opportunity  of  exercising  effective  control  over  the  re- 
ceipt as  well  as  the  dispatch  of  goods  carried  within  the  limits  of 
whatever  quota  of  trucks  might  be  provided  in  one  way  or  another. 
The  aggregate  of  all  these  measures  gave  rise  to  the  so-called  "per- 
mit system  of  transport"  with  which  we  are  already  familiar.^  This 

^  This  term  usually  covers  two  closely  related,  and  yet  different,  matters. 
In  the  broader  interpretation  of  the  term,  it  signifies  a  system  under  which 
freight  claiming  preferential  treatment,  or  even  all  kinds  of  freight  within  a 
certain  class  or  category,  is  j)ut  on  the  rails  only  with  the  sanction  of  the  re- 
spective government  organs  in  charge  of  food  supply.  In  its  narrower  mean- 
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meant  that  all  preferential  consignments  of  foodstuffs  were  subject 
to  the  control  of  the  food  supply  organs,  so  that  transport  was 
nominally  left  at  the  disposal  of  these  organs.  This,  however,  did 
not  solve,  but  only  brought  forward  for  the  first  time  in  a  definite 
and  acute  form  two  other  problems :  the  problem  of  the  actual  dis- 
patch of  freight  offered  for  preferential  transport,  and  the  problem 
of  the  actual  presentation  for  dispatch  of  that  freight  which  was 
designated  by  the  schedule.  All  subsequent  transport  policies  con- 
sisted in  some  special  method  of  dealing  simultaneously  with  these 
two  practical  tasks,  the  successful  discharge  of  which  depended 
upon  the  efficient  working  of  the  transport  and  food  supply  organs. 
It  was  only  natural  that  this  whole  business  should  take  on  the  ap- 
pearance of  a  perpetual  struggle  and  long-drawn  dispute  between 
the  two  interested  Departments.  At  the  bottom  of  these  differences 
were  these  two  basic  facts:  (1)  the  extreme  difficulty  encoun- 
tered by  the  transport  authorities  in  establishing  effective  control, 
by  a  centralized  system  of  regulation,  over  all  railway  consignments 
and  reducing  them  to  a  definite  schedule,  and  (2)  the  still  greater 
difficulty  experienced  by  the  food  supply  authorities  in  obtaining 
effective  control  over  all  food  resources  and  reducing  these  to  a 
single  plan  of  supply.  The  Ministry  of  Transport  had  to  elaborate 
a  freight  schedule  which  would  be  in  agreement  with  the  supjoly 
schedule,  and  had  to  see  to  it  that  the  freight  was  actually  con- 
veyed. The  Department  of  Agriculture,  again,  had  to  draw  up  a 
supply  schedule  that  would  agree  with  the  freight  schedule,  and  it 
had  to  see  to  it  that  the  freight  should  actually  be  offered  for  con- 
veyance. Neither  Department,  however,  was  able  to  solve  these 
problems  in  their  entirety:  the  freight  schedule  was  not  fully  exe- 
cuted because  sufficient  freight  was  not  offered  for  transport;  and 
that  freight  which  was  offered  according  to  the  schedule  could  not 
be  transported  because  there  was  not  enough  rolling  stock.  Both 
evils  gave  rise  to  stubborn  conflicts.  Let  us  examine  the  respective 
measures  separately,  considering  first  the  measures  that  were  taken 
to  move  the  freight  actually  offered  for  conveyance,  that  is,  the  or- 
ganization of  transport  exclusively;  and  to  this  we  shall  add  a  few 
preliminary  remarks  on  the  organization  of  the  supply  schedule. 
Broadly  speaking,  the  system  consisted  in  a  definite  scale  of 

ing,  the  term  is  meant  to  contrast  the  permit  system  with  schedule  transport, 
implying  extra-schedule  preferential  transport  by  special  permission. 
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preferential  transport,  with  the  proper  organs  issuing  the  transport 
permits  accordingly;  and  in  the  case  of  certain  classes  of  freight, 
transport  would  be  adjusted  to  certain  areas  of  dispatch  and 
destination  (certain  railway  lines  or  sections),  in  other  words, 
transport  according  to  schedule  was  established.  The  latter  cir- 
cumstance, however,  did  not  do  aAvay  entirely  with  the  necessity  for 
certain  qualifications  also  within  this  schedule  arrangement,  in 
terms  of  preferential  freight,  as  there  was  no  strictly  unified  plan 
of  transport  and  it  was  necessary  to  ascertain  the  specific  gravity, 
as  it  were,  of  the  given  schedule  among  the  other  transports,  both 
schedule  and  non-schedule.  We  are  already  familiar  with  the  system 
of  preferential  transport  under  the  rules  of  July  27,  1915.  This  was 
somewhat  altered,  in  the  sense  with  which  we  are  here  concerned,  in 
December,  1915  (ordinances  of  December  7  and  12).  Scheduled 
consijinments  of  foodstuff's  wei'e  classified  under  subdivision  a  of 
class  D;  foodstuffs  consigned  to  the  provincial  governors  came  un- 
der h  of  the  same  class;  the  remaining  foodstuffs,  consigned  to  cer- 
tain qualified  consignees,  might  be  granted  priority  under  subdivi- 
sion c  of  this  class.  Thus  it  came  about  that  some  freights  were 
given  higher  priority  in  the  transport  schedule  than  they  had  held 
under  the  regulations  of  July  27,  1915. 

Regulations  of  April  If.,  1916. 

Further  changes  were  introduced  b}'  the  regulations  of  April  4, 
1916,  rendering  the  classification  of  preferential  freights  still  more 
intricate.  Above  the  preferential  freights,  a  special  category  of  "im- 
mediate" consignments  was  introduced  which  might  be  sent,  by  or- 
der of  the  Provisional  Directing  Committee,  ahead  of  all  ordinary 
freight,  army  freight  included.  Preferential  consignments  under 
class  A  were  divided  into  five  categories  according  to  the  order  of 
their  dispatch.  Under  Al  were  dispatched,  together  with  army 
freights,  those  foodstuffs  which  were  consigned  to  the  granaries  at 
the  front  independently  of  the  schedules  of  the  Directing  Commit- 
tee, in  definite  amounts  prescribed  by  the  same  Committee.  Those 
food  and  forage  consignments  which  wei-e  dispatched  to  the  grana- 
ries at  the  front  in  accordance  with  the  schedules  approved  by  this 
Committee,  went  forward  under  A3.  Other  food  consignments  ac- 
cording to  the  Committee  schedules,  that  is  to  say,  the  schedules  for 
the  supply  of  the  civilian  population,  went  under  AJf..  All  consign- 
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ments  on  military  freight  orders  under  letter  N  by  civilian  institu- 
tions, that  is  to  say,  in  particular,  all  "concentrating"  consignments 
of  foodstuffs  within  the  areas  of  supply,  were  dispatched  under  Ao, 
the  last  subdivision  of  class  A.  It  will  be  seen,  therefore,  that  the 
greater  part  of  food  consignments  came  under  the  highest  classifi- 
cation of  preferential  freight. 

Intricate  Classification  of  Frefcrential  Freight  of  No 
Fractical  Advantage. 

It  must  be  pointed  out,  however,  that,  as  was  to  be  expected  and 
proved  to  be  true  in  actual  practice,  such  an  extension  of  priority 
merely  tended  to  nullify  the  practical  value  of  the  lower  classifica- 
tions of  preferential  transport.  The  only  result  of  it  was  that, 
whereas  heretofore  the  organizations  concerned  would  fight  to  get 
their  freight  removed  from  a  lower  to  a  higher  classification,  now 
the  lower  classifications  lost  all  practical  significance;  hereafter  it 
was  a  question  of  getting  freight  transferred  from  a  given  sub- 
division of  ^  to  a  higher  subdivision  of  the  same  class.  Very  inter- 
esting and  illuminating  debates  took  place  on  this  subject  at  the 
commissioners'  convention  at  the  end  of  August,  1916.  As  we  have 
seen,  the  "concentrating"  hauls  in  the  areas  of  production  were 
made  on  army  freight  orders  under  letter  N,  and  obtained  preferen- 
tial rights  under  A5.  The  secretariat  reported  to  the  convention 
that  such  preference  (under  the  highest  letter  and  on  an  army 
freight  document  entitling  to  priority!)  failed  entirely  in  actual 
practice  to  secure  priority  and,  in  particular,  did  not  afford  any 
possibility  of  regulating  grain  delivery  to  the  mills,  Avith  a  view  to 
the  dispatch  of  flour  to  the  front.  The  secretariat  therefore  recom- 
mended that  the  question  be  considered  of  establishing  schedules 
also  for  non-military  freight,  to  be  granted  preferential  treatment 
under  A3,  and  that  extra-schedule  non-military  freight  should  be 
classified  under  AJ^..  The  representative  of  the  IMinistry  of  Trans- 
port at  the  commissioners'  convention  welcomed  the  application  of  a 
schedule  S3'stem  to  non-military  freight,  but  opposed  strenuously 
its  classification  under  A3,  claiming  that  such  an  act  would  lead  to 
a  state  of  affairs  under  which  "non-military  freight  will  come  to  a 
complete  standstill,  because  .  .  .  we  shall  have  to  do  away  with  all 
freight  up  to  and  including  AJf,  which  would  be  tantamount  to  stop- 
ping all  schedule  transport  for  the  needs  of  the  population." 
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The  same  convention  deliberated  on  plans  for  the  transport  of 
foodstuffs  in  general.  According  to  the  data  submitted  by  the  sec- 
retariat, the  average  extent  to  which  the  transport  schedule  was 
carried  out  was  only  43  to  45  per  cent  of  the  full  quota,  and  ac- 
cording to  the  figures  of  the  Ministry  of  Transport  the  cause  of 
this  poor  result  was  the  non-delivery  of  freight  for  actual  convey- 
ance. Still,  the  beneficial  effect  of  the  freight  schedule  was  reckoned 
somewhat  higher  than  might  appear  from  this  low  average,  as 
private  food  consignments  not  accounted  for  by  the  railways  were 
being  loaded  in  the  place  of  these  schedule  deficits.  At  any  rate,  the 
convention  considered  schedule  transport  advantageous,  and 
the  commissioners  went  even  so  far  as  to  declare  that  "without 
the  maintenance  of  the  freight  schedule,  they  cannot  guarantee  the 
steady  supply  of  the  provinces  with  foodstuffs."  The  only  thing 
they  requested  was  some  practical  improvement  in  the  working  of 
the  schedule.  It  could  not  be  denied,  indeed,  that  the  schedule  sys- 
tem of  transport  regulated  and  improved  the  carriage  of  goods  to 
an  enormous  extent,  putting  the  entire  supjDly  work  upon  a  solid 
basis.  Besides,  it  was  important  not  alone  for  the  reason  that  it 
actually  increased  the  opportunities  for  sending  goods,  but  also 
because  it  enabled  the  authorities  to  watch  the  actual  execution  of 
the  plan  and,  by  timely  measures,  to  hold  the  supply  at  a  level 
which  permitted  one  or  another  section  of  the  country  to  be  saved 
from  catastrophic  food  shortages.  As  for  the  grading  of  freights 
according  to  their  relative  "preferential"  character,  the  feverish 
race  continued  as  before.  In  this  way  the  orders  of  August  20  and 
22,  1916,  raised  to  the  A3  class  of  priority  foodstuffs  consigned  to 
a  certain  mining  region  that  was  causing  particular  anxiety  to  the 
authorities. 

Regulation  of  Transport  under  the  Provisional  Government. 

The  system  of  preferential  shipment  was  given  a  new  form  after 
the  March  Revolution,^  in  connection  with  certain  organization 
changes  in  the  general  regulation  of  transport.  As  has  been  stated 

*  A  technical  systematization  of  the  schedule  transport  of  food  and  fodder, 
providing  for  an  inventory  of  available  supplies  and  establishing  the  order 
in  which  the  schedule  should  be  executed  for  (a)  freights  to  the  front  on 
military  freight  orders  under  letter  iV,  (b)  freights  under  the  schedule  of 
supply,  and  (c)  grain  shipped  to  the  flour  mills  and  consigned  to  the  com- 
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already,  previous  to  the  Revolution  the  principal  organ  for  the 
management  of  rail  transport  had  been  the  Provisional  Directing 
Committee,  and  under  its  rule  centralization  reached  its  highest 
jioint,  greatly  restricting  the  functions  of  the  regional  committees. 
On  April  20,  1917,  the  Directing  Committee  was  abolished  and  the 
regional  committees,  having  been  augmented  by  the  inclusion  of 
representatives  of  the  food  organizations,  zemstvos,  exchange  com- 
mittees, agricultural  societies,  and  other  public  institutions,  re- 
gained the  dominant  influence.  The  committees  were  now  placed  in 
a  position  in  which  they  were  able  to  dictate  within  their  own  terri- 
tories :  they  prepared  the  freight  schedules,  issued  the  permits  for 
individual  consignments,  and  made  provision  for  preferential 
transport.  They  could  enter  into  mutual  agreements  regarding 
transport  from  other  regions.  For  the  coordination  of  the  activities 
of  the  several  regional  committees,  the  Central  Committee,  slightly 
reconstructed  as  to  membership  and  powers,  was  preserved. 

Rules  of  May  29,  1917. 

On  July  1,  1917,  new  rules  were  introduced  for  the  carriage  of 
ordinary  freight.  They  had  been  issued  already  on  May  29,  and 
formed  a  radical  departure  from  existing  rules  in  that  they  reduced 
all  freights  to  a  uniform  classification.  They  did  away  with  the 
special  military  freights  hitherto  set  apart  as  a  privileged  group, 
of  which  no  account  had  been  kept  and  which  rendered  the  effective 
regulation  of  freight  movements  more  difficult.  All  A  classifications 
were  abolished  and  the  particular  importance  of  the  army  freight 
orders  under  letter  N  came  to  an  end.  All  consignments  were  now 
divided  into  "special,"  "scheduled,"  "urgent,"  and  "regular." 
Special  freight  was  that  which  was  required  unexpectedly  and  could 
not  be  included  in  the  schedule,  or,  if  included,  could  not  be  dis- 
patched according  to  schedule,  when  important  reasons  of  State  or 
public  policy  made  it  absolutely  necessary  to  send  this  kind  of 
freight  ahead  of  any  other.  Transport  of  special  freight  throughout 
the  railway  system  of  the  country  could  be  authorized  by  the  Chair- 
man of  the  Central  Committee,  while  within  the  boundaries  of  a 
certain  region  it  could  be  authorized  by  the  secretariat  and  the 

missioners,  was  introduced  by  tlie  regulations  of  February  28,  1917,  issued 
by  the  Imperial  Government  literally  on  the  very  eve  of  the  Revolution  and 
published  after  the  Revolution  had  actually  begun. 
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chairman  of  the  regional  committee,  a  report  thereon  to  be  sub- 
mitted later  to  Central  or  regional  committee,  as  the  case  might  be. 
A  privilege  enjoyed  by  this  kind  of  freight  was  that  it  could  be  sent 
by  a  circuitous  route  if  it  should  be  impossible  to  convey  it  by  the 
shortest  route.  Scheduled  freight  was  made  up  of  consignments  of 
prime  necessity  for  the  proper  supply  of  State  and  public  needs.  To 
this  class  belonged  the  most  important  consignments  throughout 
the  railway  system,  including  most  of  the  foodstuff  freights.  The 
schedules  for  each  region  were  drawn  up  by  the  regional  committee. 
Urgent  freight  was  that  wholesale  transport  which  could  not  be 
included  in  the  schedule,  but  had  to  be  dispatched  in  urgent  order, 
for  State  or  public  reasons,  as  well  as  that  freight  which  was  not 
classified  as  special  or  scheduled,  but  was  carried  under  special 
regulations.  A  distinctive  feature  of  urgent  freight  was  that  its 
transport  might  be  authorized  not  only  by  the  Central  and  regional 
committees,  but  likewise  by  the  chief  of  the  railway,  within  its  own 
limits  and  for  local  hauls,  subject  to  subsequent  report  to  the  chair- 
man of  the  regional  committee.  For  some  urgent  shipments  con- 
signed to  definitely  stated  consignees,  the  Central  Committee  might 
grant  periodical  (so-called  "automatic")  preferential  privileges, 
both  as  regards  a  certain  region  and  the  entire  railway  system  of 
the  country.  A  separate  set  of  books  was  to  be  kept  for  urgent  and 
scheduled  freights.  After  the  special  freight,  the  scheduled  was  al- 
ways to  be  loaded,  and  then  followed  the  urgent  freight.  If  it  should 
be  impossible  to  load  all  the  scheduled  freights  at  a  station,  a  pro- 
portionate distribution  was  to  be  made,  provided  that  there  were  no 
special  instructions  from  the  Central  or  regional  committees  for  the 
preferential  carriage  of  some  special  class  of  freight.  All  other 
kinds  of  freight  were  classified  as  regular,  divided  into  four  classes. 
In  the  general  mass  of  freight  they  formed  the  exception,  and  their 
chances  of  conveyance  were  rather  slight. 

The  regulations  detailed  above  were  the  practical  outcome  of  the 
teaching  of  the  War.  They  were  expected  to  assure  a  maximum  of 
elasticity  in  the  carriage  of  freight,  through  a  consistent  applica- 
tion of  the  princij)le  of  scheduled  consignments  and  the  permit  S3fs- 
tem  of  transport.  With  regard  to  the  practical  utility  of  these  regu- 
lations, as  compared  with  those  of  the  preceding  period,  it  is  im- 
possible to  state  anything  definite,  in  view  of  the  fact  that  their 
application  commenced  only  after  the  period  of  revolutionary  dis- 
organization had  set  in. 
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Execution  of  Schedules. 

As  stated  before,  regulation  of  freight  movement  by  means  of  a 
schedule  system  implied  the  existence  of  the  practical  organization 
upon  which  this  schedule  might  be  based,  that  is,  a  schedule  of  sup- 
ply. Wherever  transport  was  in  a  favorable  position  and  the  freight 
schedule  had  its  counterpart  in  a  corresponding  supply  schedule 
actually  observed,  the  freight  schedule  scheme  worked  successfully. 
Thus,  in  the  case  of  army  consignments,  we  are  bound  to  admit  that 
they  were  well  carried  out,  as  may  be  gathered  from  the  table  given 
below,  showing  freight  movements  from  the  introduction  of  the 
schedule,  December,  1915,  up  to  and  including  the  month  of  June, 
1916: 


Truckloads  December  January  February  March      April  May  June 

Scheduled  51,243    51,243    58,987    72,385    83,790  94,116  87,960 

Dispatched  42,284    56,688    55,567    71,316    78,747  94,575  83,579 

Daily  average  1,364      1,829      1,916     2,300     2,540  3,047  2,786 

Plus  and  minus  —8,959  +5,445  —3,420  —1,069  —5,043  +459  —4,381 


These  figures  show  a  steady  monthly  growth  in  the  delivery  of  mili- 
tary freights.  The  deficit  in  June  falls  mainly  to  the  share  of  the 
southwestern  front,  owing  to  the  unusual  working  conditions  of  the 
railways  in  that  section  as  a  result  of  our  offensive. 

The  carriage  of  foodstuffs  for  the  population  was  in  a  worse 
state,  as  will  be  seen  from  the  following  table  showing  schedule 
movements  from  January  1  to  July  31,  1916: 

Truckloads 


Month 

Scheduled 

Loaded 

Percentage 

January 

14,555 

9,837 

67.7 

February 

26,434 

12,337 

46.6 

March 

30,212 

11,828 

39.1 

April 

23,139 

11,744 

50.9 

May 

26,811 

11,784 

43.9 

June 

27,421 

12,859 

44.9 

July 

26,139 

13,340 

51.3 

Total 

174,711 

83,729 

48.1* 

*  Both  tables  are  taken  from  the  article  of  I.  D.  Mikhailov  printed  in  the 
publication  of  the  Institute  of  Economic  Research,  Narodnoe  Khozyaistvo  v 
1916  {National  Economy  in  1916),  Petrograd,  1920,  IV,  15-16. 
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The  main  reason  foi*  the  deficit,  as  we  have  already  pointed  out,  was 
evidently  the  non-delivery  of  freight  for  loading.  But  in  so  cate- 
gorical a  form  this  statement  would  hardly  be  correct.  For  in  those 
cases — for  example,  sugar — where  non-delivery  of  freight  for  load- 
ing could  hapjJen  only  as  a  rare  exception,  relatively  sj)eaking, 
since  the  control  of  the  commodity  was  in  the  hands  of  the  various 
supply  organs,  there  still  was  a  considerable  deficit  in  loadings  fol- 
lowing more  or  less  the  percentage  shown  in  the  preceding  table. 
The  trouble  clearly  could  not  be  merely  in  the  deficit  of  freight  for 
loading,  and  we  are  forced  to  the  conclusion  that  in  the  constant 
friction  between  the  two  dejDartments  concerned  the  guilt  was  on 
both  sides.  Practical  steps  to  avert  the  possibility  of  such  futile 
quari'els  were  taken  only  after  the  establishment  of  the  Provisional 
Government,  when  agents  of  the  Ministry  of  Agriculture  were  ap- 
pointed to  the  railway  administration,  to  act  as  the  connecting 
links  between  the  railways  and  the  commissioners ;  after  that,  the 
telegrams  notifying  that  transport  orders  had  been  carried  out  had 
to  be  signed  by  the  chief  of  the  given  railway  as  well  as  by  the  com- 
missioner of  the  Ministry  of  Agriculture,  and  such  telegrams  were 
taken  to  be  final  and  subject  to  no  further  dispute  or  quarrel.  But, 
while  there  can  be  no  doubt  that,  in  the  case  of  non-military  trans- 
port, execution  of  supply  schedules  offered  no  guarantee  of  a  simi- 
lar execution  of  freight  schedules,  there  can  be  no  doubt,  either, 
that  freight  schedules  would  have  remained  a  dead  letter  had  there 
been  no  supply  schedules.  In  this  connection  it  is  important  again 
to  stress  the  fact  that  the  elaboration  of  a  supply  schedule,  with 
the  vast  number  of  different  measures  that  this  implied,  was  dic- 
tated to  a  large  extent  by  the  technical  conditions  of  the  transport 
facihties. 

The  Supply  Schedule. 

What,  then,  did  the  supply  schedule  represent  As  may  be 
learned  from  the  preceding  pages,  it  was  not  a  scheme  for  the 
transport  of  freight  on  the  basis  of  a  survey  of  alimentary  re- 
sources in  the  areas  of  production,  and  of  food  requirements  in  the 
areas  of  consumption.  Rather  was  it  such  a  control  of  food  sup- 
plies as  would  assure  the  actual  dehvery  of  freight  for  dispatch,  at 
places  designated  by  the  freight  schedule  and  in  amounts  corre- 
sponding to  this  schedule.  In  the  case  of  army  supplies,  such  con- 
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trol  had  been  practiced  from  the  outset.  The  subordination  of  the 
business  of  supjal}^  to  compulsory  intervention  b}'  the  Government 
in  the  wholesale  trade  throughout  the  nation  was  first  realized  in 
the  case  of  sugar,  and  the  freight  schedule  for  this  article  came  as 
the  technical  materialization  of  a  supply  schedule.  In  the  case  of 
salt,  local  surpluses  of  Donets  and  Crimean  salt  permitted  the  exe- 
cution of  the  supply  schedules  without  State  control  of  all  salt  sup- 
plies. As  for  other  products,  and  more  particulai'ly  as  regards  the 
principal  foodstuff — grain — the  difficulty  of  exercising  control  over 
it  on  a  nation-wide  scale  made  it  for  a  considerable  time  impossible 
to  furnish  the  freight  schedule  with  its  counterpart,  the  supply 
schedule;  the  result  of  this  was  that  the  freight  schedule  was  largely 
a  matter  of  placing  at  the  disposal  of  the  individual  commissioners 
a  stated  number  of  trucks  on  certain  railway  lines,  and  these  trucks 
they  either  used  or  not,  this  depending  upon  the  supplies  actually 
prepared  by  themselves  or  such  organizations  and  individuals  as 
they  might  have  recommended.  The  linking  up  of  transport  sched- 
ules with  supply  schedules  in  the  case  of  grain  went  on  gradually, 
and  gained  momentum  in  a  measure  as  the  grain  trade  was  more  and 
more  drawn  into  the  sphere  of  direct  governmental  supply  opera- 
tions. Finally,  on  May  16,  1917,  after  the  publication  of  the  decree 
of  the  Provisional  Government  placing  all  grain  supplies  at  the  dis- 
posal of  the  State,  an  order  was  issued  that  grain  should  be  ac- 
cepted for  conveyance  only  when  offered  by  the  local  food  supply 
organs  and  consigned  to  similar  organs  or  to  army  base  magazines. 
This  regulation  was  definitely  formulated  by  the  order  of  the  Min- 
ister of  Food  Supply  of  July  25,  1917.  An  order  of  this  nature  im- 
plied, of  course,  that  the  whole  supply  of  the  empire  was  to  be  ad- 
ministered by  the  state  supply  organization. 


II.  TRANSPORT  BY  WATER 

Transport  by  Water  Not  Adaptable  to  Intricate  Regulation. 

For  technical  reasons,  transport  by  water  could  not  be  made  sub- 
ject to  intricate  regulation  such  as  Ave  have  seen  in  the  case  of  rail 
transport.^  In  particular,  the  permit  system  of  transport  could  not 
be  applied  to  shipment  by  water.  In  so  far  as  the  Government  found 

^  There  w&s  also  a  Directing  Committee  on  Navigation. 
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it  at  all  advisable  to  intervene  in  the  matter  of  the  conveyance  of 
foodstuffs  by  water,  it  had  to  act  in  a  cruder  and  simpler  fashion, 
that  is,  charter  the  river  fleets  and  carry  the  products  as  govern- 
ment cargoes  only.  Operations  of  this  nature  wei'e  performed  on  a 
very  extensive  scale  in  the  transport  of  grain  and  salt  by  the  De- 
partment of  Agriculture.  This  was  done  successfully  in  1916,  when 
about  70  million  puds®  of  government  food  cargoes  passed  through 
the  Volga  and  the  Marinski  Canal  system.  In  particular,  all  sup- 
plies of  Perm  salt  were  transported  as  such  government  cargoes. 
Again,  in  1917,  more  or  less  success  attended  the  transport  of 
Astrakhan  salt  by  the  Government.  These  shipments  had  been 
planned  and  prepared  in  advance. 

In  the  case  of  grain  shipments,  however,  the  campaign  turned 
out  disappointingly,  both  on  account  of  the  lack  of  grain  at  the 
ports  and  because  of  the  rapidl}'  declining  discipline  aboard  the 
vessels.  We  must  emphasize  the  point  that,  while  the  government 
operation  of  shipping  foodstuffs  by  water  was  successful  on  the 
whole,  the  same  cannot  be  said  of  the  utilization  of  the  water  routes 
to  their  maximum  capacity  as  component  parts  of  the  general 
scheme  of  transport.  An  appreciable  increase  in  freight  rates  for 
cargoes  made  transport  by  rail  much  cheaper.  The  necessity  of 
concentrating  at  the  ports  large  quantities  of  products  and  load- 
ing and  shipping  them  quickly  in  the  course  of  the  navigation  sea- 
son were  points  of  considerable  disadvantage  and  great  risk  to  the 
private  shippers,  for  it  made  it  necessary  for  them  to  disclose  the 
stocks  they  had  on  hand.  In  addition  to  the  risk  involved — that  of 
having  all  these  stocks  requisitioned  at  fixed  prices — the  mere  fact 
that  such  large  suj)plies  were  disclosed  would  exercise  a  moderating 
influence  on  the  rising  tendencies  of  prices.  Lastly,  the  fleets  were 
largely  chartered  by  the  Ministry  of  Agriculture,  so  that  they 
could  not  be  made  available  for  private  shipping.  On  the  whole, 
owing  to  a  combination  of  various  circumstances  and  conditions, 
the  possibilities  of  water  transport,  notwithstanding  the  extremely 
congested  state  of  the  railway  routes,  were  never  completely  utilized. 

An  attempt  to  stimulate  transport  by  water  artificially  was  made 
by  the  Provisional  Government.  On  April  l-i,  1917,  it  passed  a  law, 
and  promulgated  it  by  telegraph,  providing  that  freight  delivered 
for  transport  by  rail  only  might  be  obligatorily  conveyed  by  both 

"  One  ton  =  62  puds. 
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rail  and  water  routes.  The  execution  of  this  scheme  was  made  in- 
cumbent on  the  chairmen  of  the  regional  committees  and  the  local 
commissioners  of  water  transport.  The  former  were  instructed  at 
the  same  time  to  see  to  it  that  no  freight  which  might  go  to  its  des- 
tination by  water  should  be  granted  railway  transport,  and  to  direct 
all  the  freight  possible  by  water,  by  utilizing  vessels  returning 
empty.  However,  wliile  practical  in  itself,  this  measure  could  now, 
in  circumstances  of  revolutionary  chaos,  render  no  substantial  serv- 
ice, and,  of  course,  it  was  powerless  to  provide  cargoes  in  ports 
which  had  already  become  empty. 

III.  HORSE  TRANSPORT 

Decree  of  February  3,  1916. 

On  February  3,  1916,  there  was  promulgated,  in  amplification  of 
the  law  of  August  17,  1915,  concerning  the  Special  Councils,  a  de- 
cree authorizing  the  Chairmen  of  the  Special  Councils  in  case  of 
necessity  to  requisition  the  services  of  the  population  for  compul- 
sory transport  of  goods  by  their  own  horses  and  wagons.  This  law 
was  called  into  existence  somewhat  accidentally.  In  connection  with 
a  question  raised  by  the  Governor  of  Tula  as  to  "compulsory  serv- 
ice" in  the  matter  of  the  transport  of  firewood,  the  Ministry  of  the 
Interior  drafted  and  submitted  to  the  Council  of  Ministers  a  bill 
authorizing  the  governors  of  provinces  and  cities  to  impress  the  in- 
habitants owning  horses  for  the  cartage  of  food  and  fuel.  The 
Council  of  Ministers  were  of  opinion  that  the  imposition  of  so  heavy 
an  obligation  upon  the  inhabitants  demanded  particular  caution, 
and  it  was  thought  necessary  to  grant  the  right  to  impress  men  and 
horses  for  this  service,  not  to  the  administrative  authorities,  but  the 
Chairmen  of  the  Special  Councils.  In  this  way  it  happened  that  the 
decree  of  February  3,  1916,  adopted  under  Article  87  of  the  Fun- 
damental Laws,  was  promulgated. 

Under  this  law,  the  Chairman  of  the  Special  Council  on  Food 
Supply  was  authorized  (1)  to  demand,  in  case  of  necessity,  that  the 
inhabitants  should  furnish  horses  and  conveyances,  and  that  they 
should  work  at  the  loading  and  unloading,  for  the  purpose  of  this 
kind  of  transport,  of  food,  forage,  seeds,  bags,  and  sacks  consigned 
to  satisfy  government  or  public  needs,  and  to  requisition  such  con- 
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veyances  in  case  of  refusal  to  serve,  and  (2)  to  determine  the  limits, 
conditions,  and  procedure  for  the  execution  of  the  foregoing  meas- 
ures, and  the  rates  of  compensation  for  such  conveyances  and  serv- 
ices. 

Order  of  May  3,  1916. 

As  this  law  had  not  been  passed  at  the  request  of  any  food  com- 
missioner, there  was  a  question  as  to  how  far  it  was  really  dictated 
by  actual  necessity.  Consequently  a  questionnaire  was  sent  out  to 
the  commissioners,  asking  for  their  views  on  the  need  for  the  requisi- 
tion of  horse  transport  and  on  the  method  of  its  application.  From 
the  replies,  not  less  than  from  the  frequent  absence  of  any  reply,  it 
had  to  be  concluded  that  there  was,  on  the  whole,  no  real  need  for 
the  decree  of  February  3.  Only  five  commissioners  declared  them- 
selves in  its  favor.  Reluctant  to  allow  the  local  authorities  to  apply 
it  generally,  the  Special  Council  refrained  from  issuing  any  gen- 
eral rules  or  regulations  in  amplification  of  the  law.  Soon,  however, 
many  requests  were  being  received  for  the  introduction  of  the 
requisitioning  of  horse  transport,  with  the  result  that  the  whole 
matter  was  reconsidered.  Consequently,  on  May  3,  1916,  the  Minis- 
ter of  Agriculture  issued,  in  amplification  of  the  law  of  February  3, 
an  order  prescribing  the  conditions  and  methods  of  the  actual  ap- 
plication of  the  law.  According  to  this  order,  it  rested  with  the 
Chairman  of  the  Special  Council  to  decide,  upon  the  recommenda- 
tion of  a  commissioner  following  a  discussion  at  the  local  councils, 
whether  there  was  need  of  proclaiming  a  requisition  of  horse  trans- 
port. The  Chairman  of  the  Special  Council  likewise  confirmed  the 
scale  of  payment  for  such  service,  to  be  based  either  on  weight- 
mileage  (pud-vcrst)  or  on  daily  wages,  as  well  as  the  rates  of  pay 
for  loading  and  unloading.  Naturally,  only  that  part  of  the  popu- 
lation which  possessed  the  requisite  conveyances  were  liable  to  this 
service.  The  time  limit  for  the  carrying  out  of  an  order,  the  weight 
limit  per  conveyance  under  the  daily  pay  system,  and  the  distance 
beyond  which  local  inhabitants  could  not  be  compelled  to  travel, 
were  to  be  established  by  the  boards  of  the  district  zemstvo,  or 
munici])ality,  or  by  those  organs  that  happened  to  be  acting  in 
their  place.  Such  organs  were  advised  also  to  make  proper  allow- 
ance for  night's  lodging  in  the  case  of  longer  hauls.  Demands  for 
conveyances  were  to  issue  from  government  agents  furnished  with 
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the  proper  certificates  by  the  commissioners,  and  such  demands  were 
to  be  presented  by  the  agents  themselves,  and  not  by  contractors, 
through  the  medium  of  the  jjohce  authorities  or  a  proper  municipal 
or  other  board.  The  same  agents  would  also  settle  the  bills  for  such 
cartage.  Requisitioning  was  to  be  resorted  to  only  when  it  had  been 
established,  by  a  declaration  duly  drawn  up  jointly  with  the  police 
or  rural  authorities,  that  it  was  found  impossible  to  hire  the  requi- 
site conveyances  by  voluntary  agreement. 

The  Problem  of  Horse  Transport  Requisition  and  the  Commis- 
sioners' Convention  of  August,  1916. 

In  the  course  of  the  few  months  following,  the  rates  of  compensa- 
tion for  the  requisition  of  horse  transport  were  published  in  twelve 
provinces  and  territories,  and  by  the  time  that  the  convention  of 
August,  1916,  opened,  twelve  more  provinces  and  territories  had 
raised  the  question  of  the  compensation  for  such  services.  The  re- 
port of  the  secretariat  on  this  matter  was  discussed  at  the  conven- 
tion, and  the  latter  arrived  at  the  conclusion  that  it  would  be  neces- 
sary to  establish  certain  general  princijDles,  in  order  to  put  an  end 
to  the  confusion  that  prevailed  in  the  methods  of  requisition  and  in 
the  assessment  of  the  rates  of  compensation.  Thus,  it  was  thought 
necessary  that  these  rates  should  not  be  established  by  the  zemstvo 
boards,  but  by  the  local  councils  of  the  commissioners,  after  con- 
sultation with  the  zemstvo  boards,  and  that  different  principles 
should  apply  to  the  requisition  of  horse  transport  in  the  cities  and 
in  the  country.  It  was  further  thought  necessary  to  prescribe  the 
rates  of  compensation  for  stated  periods,  with  due  regard  to  the 
season  of  the  year  and  the  harvest,  and  on  a  basis  of  weight-mileage 
and  zones ;  for  the  cities,  the  rates  were  to  be  established  on  a  basis 
of  completed  trips  or  weight-mileage,  and  payment  for  loading 
and  unloading  was  to  be  made  by  the  pud.  As  regards  the  estab- 
lislnnent  of  the  zone  limits  and  the  periods,  it  was  deemed  advisable 
to  leave  these  matters  to  the  decision  of  the  local  councils,  after 
these  had  consulted  the  respective  zemstvos  or  municipalities. 
Lastly,  it  was  thought  proper  to  harmonize  the  rates  of  compensa- 
tion for  compulsory  conveyance  of  freight  other  than  foodstuffs, 
and  for  non-compulsory  cartage,  with  those  rates  which  were  estab- 
lished for  the  compulsory  cartage  of  foodstuffs. 

These  regulations,  under  which  the  initiative  in  the  requisitioning 
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of  horse  transport  was  left  with  the  local  authorities,  were  not  con- 
sistently observed.  Thus  the  order  of  September  21,  1916,  issued 
jointly  by  the  Ministry  of  the  Interior  and  the  Ministry  of  Agri- 
culture, and  addressed  to  all  the  provincial  governors  and  commis- 
sioners, recommended  that,  in  view  of  the  urgent  need  of  bringing 
the  accumulated  supplies  to  the  stations,  requisitions  of  horse  trans- 
port should  be  organized  throughout  the  country.  On  the  twenty- 
sixth  of  the  same  month  a  similar  telegraphic  order,  dealing  with 
the  possibilities  of  water  carriage,  was  sent  out  to  the  commissioners, 
with  instructions  regarding  horse  cartage  to  the  ports. 

Regulation  of  Horse  Transport  Requisition 
under  Provisional  Government. 

New  regulations  for  the  requisition  of  horse  transport  were  is- 
sued under  the  Provisional  Government,  by  the  order  of  the  Min- 
ister of  Agriculture  of  April  17,  1917.  Authority  to  demand  of  the 
population  compliance  with  the  requisition  and  service  on  the  load- 
ing and  unloading  of  goods  was  granted  to  the  provincial  food 
supply  committees,  which  were  to  establish  the  rates  of  compensa- 
tion, bringing  them  to  the  attention  of  the  IMinister  of  Agriculture 
and  publishing  them  for  the  information  of  the  public.  The  entire 
population,  without  exception,  was  liable  to  be  mobilized  for  the 
work  of  carrying,  loading,  and  unloading  goods,  in  a  certain  order, 
beginning  with  those  who  should  be  found  most  capable  economi- 
cally. The  length  of  time  required  for  the  execution  of  a  given 
order,  the  minimum  load  of  a  vehicle  at  daily  pay,  the  maximum 
distance  from  the  place  where  the  goods  were  stored, — all  such  mat- 
ters were  to  be  dealt  with,  if  necessary,  by  the  volost  or  regional 
committees,  subject  to  confirmation  by  the  provincial  food  supply 
committee.  The  demand  for  the  execution  of  such  orders  must  come 
from  properly  authorized  agents  of  the  food  supply  organs,  and 
payment  for  work  done  must  follow  as  soon  as  delivery  has  been 
made,  and,  so  far  as  practicable,  at  the  point  where  the  freight  was 
delivered. 


CHAPTER  IV 


THE  GRAIN  MONOPOLY 

Influence  of  Flour  Industry  upon  the  Policy 
of  Government  Regulation. 

Government  regulation  in  the  domain  of  grain  supply  received  its 
decisive  impetus  from  the  flour  industry.  This  was  due  to  the  fact 
that  the  flour  millers  were  suffering  more  than  other  industrialists 
from  the  difficulties  experienced  in  the  grain  market,  being  the 
largest  buyers  of  grain.  The  basic  trouble  was  caused  by  the  divi- 
sion of  the  market,  with  fixed  prices  for  grain  purchased  for  the 
Government,  and  competitive  prices  for  the  rest,  which  affected  the 
millers  most  profoundly.  The  millers  were  able  to  buy  their  grain 
only  at  competitive  prices,  and,  as  private  individuals,  they  were 
running  the  risk  of  failing  to  obtain  the  necessary  amount  of  grain 
for  their  mills  and  of  being  compelled  to  dispose  of  their  output  at 
fixed  prices  to  the  government  commissioners,  notwithstanding  that 
they  themselves  had  had  to  purchase  their  grain  at  the  higher 
prices  prevailing  in  the  open  market. 

Under  such  conditions  the  millers  had  to  try  to  realize  on  the 
flour  left  at  their  disposal  such  competitive  prices  as  would  com- 
pensate them  for  the  losses  incurred  through  the  surrender  of  the 
other  flour  at  fixed  prices  to  the  commissioners.  This  alone  was 
sufficient  to  disrupt  normal  economic  processes,  with  the  result  that 
the  moderate  prices  of  flour  for  the  army  were  obtained  at  the  ex- 
pense of  the  civilian  population,  which  was  forced  to  pay  increas- 
ing prices.  On  the  other  hand,  the  millers,  being  at  the  same  time 
large  dealers  in  grain,  often  found  themselves  unable,  for  reasons 
already  pointed  out,  to  obtain  sufficient  grain  for  their  business; 
tliey  were  then  compelled  to  ask  the  commissioners  to  supply  them 
with  the  commodity,  and  thereupon  acted  only  as  millers,  carrying 
out  orders  of  the  commissioners,  with  grain  furnished  by  the  latter. 

When  we  consider,  along  with  these  general  facts  of  the  grain 
market  and  the  food  situation  of  the  country,  the  circumstance  that 
the  flour  shortage  in  numerous  places  had  made  it  urgently  neces- 
sary to  find  means  of  obtaining  the  maximum  of  flour  from  the 


THE  GRAIN  MONOPOLY 


83 


mills ;  and  if  we  add  to  this  the  fact  that  the  flour  industry,  too,  was 
handicapped  by  the  inadequacy  of  transport  facilities,  fuel,  labor, 
and  metals,  and  that  it  had  to  appeal  for  help  to  the  government 
supply  organs,  we  shall  see  why  a  growing  tendency  manifested  it- 
self in  the  ranks  of  the  Special  Council  to  take  measures  Avitli  a 
view  to  the  regulation  of  the  flour  industry.  Accordingly,  a  survey 
of  the  industry  was  undertaken,  directed  to  the  fundamental  prob- 
lems of  the  normal  as  well  as  war-time  production  of  the  mills,  and 
to  the  discovery  of  the  causes  of  the  difficulty  that  they  were  ex- 
periencing. On  the  basis  of  this  survey,  and  of  other  data  regarding 
the  flour  industry,  a  report  was  drawn  up  and  submitted  to  the 
Special  Council  on  June  1,  1916,  dealing  with  the  industry  and 
recommending  a  number  of  measures  designed  to  assure  a  sufficient 
supply  of  flour  to  the  army  and  the  rest  of  the  population.  The 
Special  Council  referred  the  matter  to  the  Commission  for  Combat- 
ing the  High  Cost  of  Living,  which  discussed  it  on  June  4,  1916, 
and  passed  the  following  resolution  : 

(1)  If  fixed  prices  are  to  be  established  for  flour,  they  should  be  ex- 
tended to  all  business  transacted  by  the  commercial  mills,  and  the 
buyers  should  appeal  to  the  organs  of  the  Special  Council  only  in  the 
event  of  their  finding  difficulty  in  purchasing  at  fixed  prices;  (2)  the 
Government  must  create  conditions  which  will  assure  the  millers  a 
sufficient  supply  of  the  grain  they  need,  at  fixed  prices.^ 

These  conditions  may  be  reduced  to  a  system  under  which  the  gov- 
ernment flour  organization  would  let  the  millers  buy  their  grain  at 
fixed  prices,  on  a  commission  basis,  which  would  render  possible  the 
utilization  of  the  commercial  machinery  of  the  millers.  At  the  same 
time  thei-e  was  to  be  organized  under  the  jurisdiction  of  the  Special 
Council  on  Food  Supply  a  Central  Flour  Bureau,  described  in 
greater  detail  in  Chapter  I. 

Establishment  of  Central  Flour  Bureau. 

The  Special  Council,  at  its  meeting  of  June  23,  declared  itself  in 
favor  of  the  resolution  quoted  above,  and  on  June  30  an  order  of 
the  Minister  of  Agriculture  was  issued  dealing  with  the  estabhsh- 
ment  of  a  Central  Flour  Bureau. 

^  Proceedings  {Zhurnal)  of  the  Commission  for  Combating  the  High  Cost 
of  Living,  meeting  of  June  4,  1916,  p.  7. 
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The  creation  of  this  Bureau  was  a  most  important  phase  of  the 
regulation  of  the  national  economy  as  a  whole,  but  more  especially 
of  the  grain  and  flour  business.  Even  before  the  question  of  fixed 
prices  for  all  grain  transactions  had  been  definitely  settled,  the  reso- 
lution regarding  the  Central  Flour  Bureau  had  strengthened  the 
idea  that  all  flour  coming  into  the  market  should  be  sold  at  fixed 
prices.  From  this  it  followed  inevitably  that  all  the  grain  required 
by  the  mills  should  likewise  be  sold  to  the  millers  at  fixed  prices. 
When  it  is  borne  in  mind  that  the  millers  were  taking  enormous 
amounts  of  grain  from  the  market  and  that  a  considerable  propor- 
tion of  the  grain  was  supplied  by  the  commissioners,  it  will  be  evi- 
dent that  the  grain  market  was,  as  a  matter  of  fact,  already  losing 
that  most  essential  feature  of  competitive  trade — the  free  decision 
of  the  two  parties  to  the  bargain,  so  far  as  prices  were  concerned. 
It  was  this  very  point  that  the  statutes  of  the  Central  Flour  Bureau 
had  in  view  when  they  provided  that  the  millers,  acting  in  the  ca- 
pacity of  commission  agents  of  the  government  commissioners, 
should  be  supplied  with  grain  at  fixed  prices.  These  statutes  were 
at  the  same  time  drawn  up  with  the  idea  of  avoiding  earlier  mistakes 
in  the  organization  of  supply,  and  of  providing  for  the  utilization 
of  the  machinery  of  private  business  after  adapting  it  to  serve  the 
aims  of  the  Government.  The  millers  thus  lost  their  essential  char- 
acteristic of  grain  merchants,  but,  in  order  to  supply  their  mills 
with  sufficient  grain  to  produce  flour,  they  put  to  practical  use 
their  commercial  organization,  experience,  and  capital,  receiving 
an  extra  commission  for  their  work  as  collectors  of  the  grain. 

Regulation  of  Flour  Industry  and  Policy  of  Fixed  Prices. 

This  arrangement  enabled  the  millers  to  act  in  a  double  capacity : 
they  could  either  grind  the  grain  furnished  by  the  commissioner 
and  be  paid  for  thus  executing  a  government  order,  or  they  could 
grind  grain  collected  by  their  own  efforts  at  fixed  prices,  in  which 
case  the  price  of  the  flour  should  compensate  them,  not  only  for  the 
work  of  grinding,  but  likewise  for  the  work  of  collecting  the  grain. 
On  the  whole,  we  may  say  that  from  the  very  moment  when  fixed 
prices  were  established  for  all  flour  put  on  the  market,  the  further 
extension  of  fixed  prices  to  the  basic  raw  material — the  grain — had 
become  economically  inevitable.  Hence,  in  so  far  as  the  statutes  of 
the  Central  Flour  Bureau  were  preceded  by  the  admission  of  the 
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principle  of  fixed  prices  for  the  entire  output  of  the  commercial 
mills,  the  problem  of  fixed  prices  for  all  grain  transactions  was 
prejudged;  that  is,  the  order  of  June  30  made  it  inevitably  neces- 
sary to  issue  the  order  of  September  9.  And  this,  in  the  final  analy- 
sis, meant  that  one  of  the  last  steps  had  been  taken  to  bring  the 
regulation  of  the  grain  market  to  its  logical  conclusion:  the  en- 
forcement of  fixed  prices  for  grain  and  flour  in  all  transactions, 
foreshadowing  a  transfer  of  all  grain  products  from  the  control  of 
their  producers  to  that  of  the  Government,  to  be  distributed  subse- 
quently among  the  army  and  inhabitants. 

This  was  the  main  significance  of  the  order  on  the  regulation  of 
flour  supplies  for  army  and  population.  But  the  same  object  was 
also  in  view  in  the  direct  regulation  of  the  flour  industry  itself,  with 
the  concomitant  changes  in  the  principles  on  which  the  fixed  prices 
were  calculated  and  in  the  elaboration  of  the  plan  to  supply  the 
population  with  flour. 

Standardization  of  Flour. 

Direct  regulation  of  the  flour  industry  formed  one  of  the  prin- 
cipal objects  of  the  Central  Flour  Bureau.  In  this  work,  it  was 
guided  by  the  desii'e  to  run  the  mills  in  a  way  that  would  yield  a 
maximum  output  with  the  greatest  possible  saving  of  expense,  so 
that  the  flour  could  be  reduced  in  price.  At  the  very  first  meeting  of 
the  Central  Flour  Bureau,  the  necessity  for  introducing  order  and 
system  into  the  grading  of  flour  had  become  apparent.  The  highly 
developed  flour  industry  of  Russia  was  producing  a  bewildering 
variety  of  grades,  especially  in  wheat  flour.  Not  only  were  these 
different  grades  determined  by  locality  and  variety  of  grain,  but 
even  within  the  same  region,  working  the  same  kind  of  grain,  there 
were  many  different  grades  distinguished  by  numbers  and  labels, 
even  at  one  and  the  same  mill.  This  great  variety  corresponded  to 
the  diversity  of  the  demand  under  normal  conditions.  But  if  fixed 
prices  were  to  be  established,  a  simpler  grading  of  the  flour  would 
seem  to  be  necessary,  with  a  view  to  greater  uniformity ;  a  simplified 
grinding  process  would  permit  a  larger  output  of  medium  grades 
and  reduce  the  amount  of  the  expensive  grades,  facilitating  at  the 
same  time  the  government  supervision  of  the  flour  mills. 

No  objection  was  raised  to  the  proposal  to  produce  standardized 
grades  of  flour  throughout  the  country,  but  there  were  differences 
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of  opinion  as  to  the  number  of  grades  to  be  produced.  The  more 
radical  elements  insisted  that  there  should  be  only  one  single  grade, 
whereas  the  moderates  were  in  favor  of  three  grades  of  wheat  flour 
to  be  ground  uniformly  throughout  the  empire.  The  problem  was 
further  comphcated  by  three  important  considerations:  the  first 
technical,  bearing  on  the  question  whether  the  mills  could  be  easily 
adjusted  to  the  changed  working  conditions;  the  second  economic, 
relating  to  output  and  cost  of  production ;  the  third  ahmentary  in 
the  strict  sense,  regarding  the  nutritive  value  of  the  flour  to  be  pro- 
duced. The  Central  Flour  Bureau  treated  the  question  with  much 
caution,  and  requested  two  other  competent  institutions  to  submit 
their  views.  The  technical  commission  which  was  specially  formed 
by  the  Central  Flour  Bureau  looked  into  the  matter,  and  it  finally 
recommended  that  there  should  be  produced  three  different  varie- 
ties of  a  three-grade  flour  classification ;  nevertheless,  it  thought  it 
preferable  to  require,  before  a  decision,  the  opinion  of  the  All-Rus- 
sian  Millers'  Convention  which  was  expected  to  meet  within  a  short 
time.  After  obtaining  the  proposals  of  the  technical  commission  and 
the  report  of  the  INIillers'  Convention,  both  of  which  agreed  on  es- 
sential points,  the  Central  Flour  Bureau  decided,  at  its  meeting  of 
August  22,  to  prescribe  for  the  commercial  mills  a  total  flour  ex- 
traction of  72  to  74  per  cent  for  wheat  flour,  to  be  divided  into 
three  grades,  and  of  72  per  cent  for  rye  flour,  to  be  divided  into  two 
grades— "standard"  and  "sifted." 

Changed  Economic  and  Legal  Status  of  Flour  Mills. 

With  the  settlement  of  this  war-time  production — which  came 
at  the  same  time  that  the  newly  prescribed  fixed  flour  prices  were 
published,  September  19,  1916  (that  is  to  say,  only  ten  days  after 
new  fixed  prices  had  been  established  for  1916  grain),  the  mills  be- 
came government  institutions.  The  miller  lost  his  standing  as  a 
grain  merchant,  receiving  hereafter  his  grain  directly  from  the 
government  commissioner  or  buying  it  at  the  latter's  order,  acting 
as  his  commission  agent.  In  either  case  the  miller's  normal  function 
of  merchant  and  manufacturer  went  by  the  board,  as  grades  and 
qualities  of  output  were  now  prescribed  in  advance  and  there  was 
no  opportunity  to  make  profits,  since  he  had  to  dispose  of  the  entire 
output  at  the  fixed  prices.  This  brought  about  a  state  of  afi"airs  in 
which  the  primary  business  of  the  miller  was  to  get  a  government 
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order,  which  assured  a  certain  amount  of  compensation  for  the 
grinding,  and  it  was  only  in  the  second  place  that  he  was  also  in- 
terested in  obtaining  a  commission  for  his  work  in  collecting  grain 
for  the  commissioner.  Prevented  from  disposing  at  his  own  will  of 
either  grain  or  flour,  and  unable  to  make  private  use  of  transpoi't, 
fuel,  metals,  and  labor,  the  miller  became  a  mere  cog  in  the  wheel 
of  the  state  regulation  of  the  grain  market.  This  was  made  plain 
by  the  fact  that  the  supply  of  the  mills  with  grain  as  well  as  the 
distribution  of  the  flour  were  incorporated  in  the  government 
schedules  of  supply  and  transport.  Between  such  a  condition  and 
one  in  which  the  Government  alone  disposes  of  the  grain  on  a  mo- 
nopoly basis,  there  is  no  longer  any  difference  in  principle:  a  mo- 
nopoly represents  merely  an  increase  in  degree  of  already  existing 
processes  which,  in  principle,  remain  identical. 

Since  the  mills  had  become  in  fact  organs  of  government  supply 
and  had  lost  their  normal  character  of  private  enterprises,  their  ac- 
tivities naturally  had  to  come  under  the  supervision  of  the  supply 
administration.  With  this  object  in  view,  and  as  a  preliminary  to 
the  regulation  of  the  flour  industry,  the  food  supply  authorities  on 
July  7,  1916,  began  a  census  of  commercial  flour  mills.  After  the 
creation  of  the  Central  Flour  Bureau  and  the  inclusion  of  the  mills 
in  the  official  supply  schedules,  the  mills  were  obliged  to  render 
monthly  accounts.  At  the  same  time  the  local  agencies  of  the  Cen- 
tral Flour  Bureau — with  rare  exceptions  they  were  the  commis- 
sioners— were  charged  with  the  duty  of  establishing  their  control 
over  the  flour  production  at  the  mills.  Further,  the  changed  status 
of  the  mills,  no  longer  functioning  as  private  and  independent  con- 
cerns, was  emphasized  by  the  fact  that  they  were  prohibited  from 
grinding  farina,  or  "semolina"  grits.  For  the  needs  of  hospitals 
and  similar  institutions,  however,  the  production  of  such  grits  was 
entrusted  by  the  Central  Flour  Bureau  to  certain  mills,  and  all  de- 
mands for  this  article  had  to  be  addressed  first  to  the  Bureau.  In 
the  event  of  the  mills  infringing  the  prescribed  procedure,  the  au- 
thorities had  command  of  an  eff'ective  economic  penalty,  brought 
to  the  attention  of  the  commissioners  by  the  circular  telegram  of 
the  Chairman  of  the  Special  Council  of  October  29,  1916.  '  This  was 
in  addition  to  the  general  penalties  for  breach  of  the  law. 

'  "According  to  information  received  by  the  secretariat,  not  all  mills  have 
changed  over  to  the  production  of  three  grades  of  wheat  flour.  You  are  re- 
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Fixing  of  Flotir  Prices  and  of  Supply  Schedule. 

Elsewhere  in  the  present  volume  we  have  considered  the  effect  of 
the  extension  of  fixed  prices  to  all  grain  and  flour  transactions,  and 
of  the  State  regulation  of  the  flour  industry.  Here  we  shall  merely 
stress  the  point  that  the  flour  prices  were  determined  on  the  basis 
of  maximum  prices  for  grain  and  for  the  by-products  of  flour 
(bran,  etc.),  and  upon  definite  compensation  for  grinding  and  com- 
mission. As  for  fixed  flour  prices  in  areas  obtaining  their  flour  sup- 
plies from  other  provinces,  ("wholesale  f.o.b.  prices"),  they  were 
based  upon  the  fixed  prices  existing  in  those  provinces  which,  under 
the  supply  schedule,  furnished  flour  to  the  area  in  question,  plus 
actual  freight  and  a  certain  sum  for  overhead  charges.  As  regards 
the  supply  schedule,  the  Central  Flour  Bureau  determined  every 
month  the  amounts  and  sources  of  the  grain  to  be  sent  to  the  mills 
of  a  given  province ;  it  also  determined  the  amounts  and  destinations 
of  the  flour  to  be  consigned  every  month  by  these  mills.  In  other 
words,  there  was  more  or  less  of  a  tying-down  of  one  province  to 
another,  to  assure  the  mills  of  an  adequate  supply  of  grain  and  the 
populace  of  an  adequate  supply  of  flour,  with  regard  at  the  same 
time  to  the  needs  of  economy  in  transport. 

Attempt  To  Evade  Logical  Conclusions  of  Policy 
of  State  Regulation. 

By  the  autumn  of  1916  the  general  trend  of  Russia's  food  policy 
appeared  to  have  been  determined  definitely.  Following  the  in- 
exorable logic  of  war-time  economy,  the  Government  was  screwing 
up  ever  tighter  its  control  of  grain ;  wiping  out  the  distinction 
between  the  supply  of  the  army  and  of  the  civihan  population ; 
sweejjing  aside  all  consideration  for  the  producers;  and  sacrificing 
the  interests  of  special  classes  and  groups  to  the  one  supreme  ob- 
ject of  feeding  the  army  and  the  nation.  It  was  moving  irresistibly 
toward  a  State  grain  monopoly,  driven  in  this  direction  not  only  by 
the  immanent  forces  of  the  economic  process,  but  likewise  by  public 

quested  to  take  measures  to  assure  the  execution  of  order  No.  52  and  to  com- 
pel the  mills  to  change  over  during  the  process  of  their  work  to  a  production 
of  the  three  grades.  You  have  at  your  disposal  an  effective  means  of  inducing 
the  millers  to  make  sucli  a  change:  requisition  of  the  older  grades  of  flour 
at  the  prices  fixed  last  year." 
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opinion,  which  was  inchned  to  regard  State  regulation  as  the  only 
effective  means  of  averting  a  catastrophe.  All  the  more  interesting 
must  appear  the  only  bold,  even  perilous,  attempt  ever  made  to 
avoid  this  seemingly  unavoidable  course — an  attempt  which  it  is 
difficult  to  appraise  properly  since  the  Revolution  prevented  its 
practical  realization.  We  refer  to  that  method  of  purchase  and 
supply  which  was  designated  as  the  "grain  levy"  {razvcrstha)  and 
is  closely  Hnked  with  the  name  of  its  initiator,  M.  Rittikli,  the  last 
Minister  of  Agriculture  under  the  empire. 

The  Grain  Levy. 

The  order  of  the  Minister  of  Agriculture  of  November  29,  1916, 
by  which  this  system  was  inaugurated,  is  known  as  an  order  "con- 
cerning the  levying  of  grain  and  forage  for  needs  connected  with 
national  defense."  This  emphasis  on  the  interests  of  national  de- 
fense was  not  accidental:  in  a  certain  sense  it  was  an  attempt  de- 
liberately to  ignore  the  bitter  experience  that  had  so  far  been 
gained,  by  which  it  had  been  made  abundantly  clear  that  all  sharp 
distinctions  between  the  army  and  the  rest  of  the  inhabitants  in  the 
matter  of  food  supply  must  be  done  away  with.  On  the  contrary, 
this  levy  order  suggests  the  thought  that  the  sacrifices  which  it 
would  impose  upon  grain  holders  were  called  for  by  the  exigencies 
of  the  War,  and,  by  its  silence  on  the  question  of  supplying  the 
civilian  population,  it  leaves  it  open  to  doubt  whether  the  State  was 
prepared  also  to  give  thought  to  the  needs  of  that  population.  The 
order,  in  a  way,  shows  a  definite  tendency  on  the  part  of  the  Min- 
istry :  it  takes  into  account,  as  it  were,  the  already  manifest  hostility 
of  the  peasantry  toward  the  urban  elements  of  the  population,  and 
it  urges  the  peasantry  to  make  sacrifices  for  the  sake  of  the  army, 
as  an  unquestionably  desei'ving  object,  so  to  speak,  while  passing 
over  in  silence  the  supply  of  the  city  inhabitants,  which  would  strike 
the  rural  elements  as  a  matter  of  doubtful  importance. 

How,  then,  was  it  proposed  by  means  of  the  levy  to  provide  the 
army  with  cereals.^  Instead  of  attempting  to  withdraw  the  entire 
supply  of  these  from  the  open  market,  as  the  commissioners  were 
supposed  to  do,  in  theory,  the  levy  confined  itself  to  the  attempt  to 
prescribe  a  certain,  definite  quota  of  cereals  to  be  taken  from  the 
producers  for  the  requirements  of  national  defense.  The  Chairman 
of  the  Special  Council  on  Food  Supply  would  have  to  allot  its  re- 
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spective  quota  to  each  province.  This  quota  of  the  levy  was  to  be 
determined  on  the  basis  of  the  harvest,  the  stocks  in  hand,  and  the 
consumption  in  each  province;  in  other  words,  the  quota  was  not 
to  be  levied  at  the  expense  of  consumption  and  working  require- 
ments. Within  the  limits  of  the  province,  the  levy  was  to  be  appor- 
tioned successively  among  the  several  districts,  volosts,  villages,  and 
individual  farmers. 

We  thus  see  the  levy  percolating  down  to  the  a'ctual  producer  of 
the  grain.  The  apportionment  of  the  quotas  among  the  several  dis- 
tricts of  the  province  is  made  by  the  provincial  zemstvo  board,  with 
the  indispensable  participation  of  the  commissioners  of  the  Chair- 
man of  the  Special  Council  and  the  Ministry  of  Agriculture.  Within 
each  district,  the  levy  is  apportioned  by  the  district  zemstvo  board, 
and  witliin  the  volost  the  quotas  are  apportioned  by  volost  and  vil- 
lage meetings.  The  Chairman  of  the  Special  Council  prescribes  the 
dates  of  the  levy  for  each  separate  province  and  issues  instructions 
regarding  the  dates  for  each  separate  district.  For  the  volost  levies, 
the  dates  are  fixed  by  the  district  zemstvo  board.  The  dates  for  the 
actual  deliveries  of  the  levied  grain  are  prescribed  for  each  province 
separately  by  the  Chairman  of  the  Special  Council,  "according  to 
the  requirements  of  national  defense."  Levies  made  by  the  provin- 
cial and  district  zemstvo  boards  must  be  reported  at  once  to  the 
Chairman  of  the  Special  Council  and  the  provincial  governors. 
Zemstvo  boards  as  well  as  the  volost  and  village  authorities  con- 
cerned are  held  accountable  for  the  execution  of  the  levy  at  the  ap- 
pointed time. 

The  new  system  did  not  necessarily  exclude  the  continuance  of 
tliat  previously  in  force,  under  which  the  commissioners  collected 
the  grain.  Should  the  commissioner  see  a  possibility  of  collecting 
enough  grain  to  complete  whatever  order  may  have  been  given  him, 
by  free  purchasing  operations,  he  need  not  resort  to  the  levy;  all  he 
has  then  to  do  is  to  report  to  the  Chairman  of  the  Special  Council 
that  he  has  retained  the  older  method,  and  has  undertaken  the  exe- 
cution of  the  order.  But  if  the  commissioner  declares  himself  unable 
to  collect  the  required  suj)plies  within  the  appointed  period  by  levy 
or  otherwise,  or  if  he  fails  to  execute  the  order  in  time,  the  Chair- 
man of  the  Special  Council  takes  the  necessary  measures  on  his  own 
authority,  provided  that  the  army  authorities  do  not  in  the  mean- 
time find  it  necessary  to  collect  supplies  they  need  by  means  of 
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requisition.  This  also  implies  two  possible  forms  of  punishment  for 
non-fulfilment  of  such  obligations;  the  undefined  measures  that  may 
be  taken  by  the  Chairman  of  the  Special  Council,  and  the  definite 
threat  of  military  requisition. 

From  the  main  provisions  of  the  levy  order  which  we  have  just 
described,  it  will  be  seen  that  they  make  no  mention  of  supplying 
the  wants  of  the  civilian  population.  And  this  silence,  together  with 
a  ministerial  order  issued  on  December  2,  declaring  emphatically 
that  commercial  grain  is  exempt  from  the  levy  and  to  be  bought  in 
the  ordinary  manner,  suggested  the  idea  that  tlie  new  policy  in- 
volved a  break  with  the  past  and  was  designed  to  leave  the  supply 
of  the  pojoulation  in  the  hands  of  private  business,  after  taking  by 
compulsion  whatever  grain  might  be  required  for  the  army.  Such 
an  impression  was  strengthened,  furthermore,  by  the  fluctuations 
in  the  ostensibly  fixed  prices  for  grain  under  Rittikh's  administra- 
tion. 

Fixed  Prices  Disregarded. 

We  recall  here  that  around  the  problem  of  fixed  grain  prices,  as 
also  around  the  question  of  extending  them  to  all  transactions,  a 
spirited  and  stubborn  contest  was  being  waged,  which,  as  has  al- 
ready been  shown,  resulted  in  a  reduction  of  fixed  prices  for  pur- 
chases by  the  commissioners — a  reduction  made  by  the  Chairman 
of  the  Special  Council  on  Food  Supply  at  the  instance  of  the 
Chairman  of  the  Special  Council  on  National  Defense.  Once  the 
principle  of  stability  and  invariability  had  been  adopted  in  the 
price  policy,  as  regards  grain  purchases,  it  ought  to  have  been  ad- 
hered to  consistently.  For  it  was  enough  for  the  grain  producers 
to  be  merely  expecting — rightly  or  wronglv,  it  matters  not  which — 
an  increase  of  the  prevailing  prices,  to  bring  all  sales  at  existing 
fixed  prices  to  an  inevitable  standstill.  Stability  of  the  fixed  prices 
was  the  prime  requisite  if  grain  was  to  be  got  at  all  under  such  a 
system. 

Rittikh  changed  the  existing  system  of  fixed  prices,  but  while 
actually  introducing  higher  prices,  he  did  not  do  so  directly,  but 
had  recourse  to  roundabout  methods.  As  in  the  case  of  the  levy, 
wliere  he  did  not  state  explicitly  that  only  the  army  was  to  be  sup- 
plied under  the  compulsory  levy,  the  population  being  left  to  pri- 
vate commercial  supply,  so  in  the  case  of  fixed  prices,  they  were 
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actually  raised  while  the  previous  level  was  nominally  retained.  The 
regulations  of  January  3,  1917,  for  the  speeding  up  of  grain  de- 
hveries,  abolished,  for  all  practical  purposes,  the  existing  system  of 
fixed  prices  and  violated  the  fundamental  postulates  of  economics. 
Up  to  this  point,  the  fixed  prices  had  been  f.o.b.,  as  is  usual  in  the 
grain  business.  Tliis  was  in  perfect  agreement  with  the  fundamental 
requirements  of  sound  economics  under  the  preceding  system  and 
had  therefore  caused  no  complaints.  The  regulations  of  January  3, 
however,  while  maintaining  the  existing  fixed  prices,  provided  for 
delivery  at  the  producer's  own  place  of  storage,  and  this  was  tanta- 
mount, of  course,  to  increasing  the  fixed  price  by  the  amount  it 
would  cost  to  bring  the  grain  to  the  railway  station  or  harbor.  In 
addition  to  this,  permission  was  now  granted  to  erect,  not  farther 
than  three  miles  from  the  railway  station,  receiving  sheds,  while 
cartage  of  the  grain  from  these  sheds  to  the  station  was  to  be  paid 
for  at  double  the  rate  of  compensation  for  requisitioned  convey- 
ances, under  the  system  of  compulsory  horse  transport.  Further- 
more, a  system  of  premiums,  or  bonuses,  was  provided,  resulting  in 
a  further  increase  in  prices.  In  the  first  place,  the  commissioners 
were  authorized  to  pay  an  extra  compensation  of  5  copecks  per 
pud  for  the  work  of  collecting  the  grain  that  was  due  from  volosts 
and  villages,  and  from  associations  of  farmers,  in  case  of  timely 
delivery.  In  the  second  place,  the  commissioners  were  authorized  to 
spend  an  average  of  30  copecks  (but  not  more)  per  pud  for  the 
artificial  drying  of  grain,  if  necessary.  Lastly,  where  not  less  than 
10  per  cent  of  the  quantity  of  grain  demanded  for  the  levy  or 
special  allotment  was  supplied  in  excess  of  the  quantity  demanded,  a 
bonus  of  10  copecks  per  pud  might  be  paid  for  such  additional 
grain. 

The  rise  in  the  fixed  prices  for  grain  resulting  from  all  these 
changes  was  bound  also  to  increase  the  fixed  prices  for  flour,  as  the 
grain  prices  formed  the  predominant  element  in  the  latter.  But  the 
determination  of  a  fixed  price  for  flour  under  these  circumstances 
presented  formidable  difficulties,  since  there  were  now  so  many 
varying  and  indefinable  elements  entering  into  the  grain  prices. 
This  impelled  the  Chairman  of  the  Special  Council  to  issue  the  order 
of  January  6,  sent  out  to  his  commissioners  as  a  circular  telegram, 
transferring  to  the  local  food  supply  organs  his  right  to  prescribe 
new  fixed  prices  for  flour,  and  furnishing  them  with  general  in- 
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structions  for  the  proper  calculation  of  these  prices,  recognizing 
that  many  of  the  elements  entering  into  the  composition  of  these 
prices  must  now  elude  strict  determination  and  even  prove  purely 
conjectural.^  Without  control  or  approval  by  the  central  authori- 
ties, new  fixed  flour  prices  were  introduced  in  the  various  localities, 
and  the  only  assurance  that  these  prices  would  agree  with  prices  in 
adjoining  localities,  or  provinces,  lay  in  the  recommendation  to  the 
commissioners  to  get  into  touch  with  each  other  for  the  purpose  of 
harmonizing  prices  in  areas  embracing  several  provinces.  The  cen- 
tral authority  confines  itself  to  the  mere  publication  of  the  prices 
fixed  by  the  local  conferences.  This  non-intervention  of  the  central 
authority  in  the  fixing  of  prices  was  also  a  new  departure,  as  com- 
pared with  the  earlier  procedure. 

Reasons  Making  Success  of  Levy  Unlikclij. 

Let  us  now  turn  to  a  closer  examination  of  the  levying  system. 
First  of  all,  we  must  emphasize  the  fact  that  there  were  certain 
features  in  the  very  principle  upon  which  the  new  system  was  built 
which  made  it  very  unlikely  that  it  would  succeed.  Thus,  the  vague- 
ness and  deliberate  indefiniteness  that  characterized  the  language  of 
the  new  decree  were  manifest  to  all.  This  tempted  the  grain  pro- 
ducers to  deliver  as  little  as  possible  under  the  levy,  for  the  svstem 
could  not  fail  to  keep  alive  the  expectation  that  grain  withheld 
from  the  levy  might  yet  be  sold  in  the  fi-ee  market,  at  better  prices. 
Again,  there  was  a  tendency  to  delay  as  long  as  jDossible  the  actual 
delivery  of  the  levied  quotas,  in  the  hope  that  the  shortage  of  grain 
would  compel  the  Government  to  grant  further  increases  of  price, 
as  had  happened  in  the  A'ery  act  of  proclaiming  the  levy.  As  a  mat- 

^  This  is  evident  from  the  following  passage  in  this  telegraphic  order: 
"Consider  also,  in  the  first  place,  the  average  cost  of  grain  consignment  from 
owners'  storage  places  and  from  the  concentration  points  to  railway  depots 
and  ports,  taking  into  account,  wherever  possible,  the  average  distance  of 
transportation  by  horse  for  levied  grain;  in  the  second  place,  the  additional 
payment  of  10  copecks  per  pud  provided  under  Section  8  of  Order  No.  72, 
for  grain  delivered  in  excess  of  the  amount  required  under  the  levy,  assuming 
that  the  amount  of  grain  received  in  excess  of  the  amount  required  by  the 
levy  will  be  10  per  cent  of  the  total  levy;  in  the  third  place,  the  increased 
payment  provided  under  Section  6  of  Order  No.  72,  if  artificial  drying  of 
the  grain  should  be  inevitable,  at  the  rate  of  not  more  than  30  copecks  per 
pud  of  dried  grain." 
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ter  of  fact,  the  "Christmas  vacation,"  during  which  tlie  fixed  prices 
were  suspended  for  several  weeks,  to  encourage  the  dispatch  of 
suppHes  to  market  "for  the  hohdays,"  at  competitive  market  prices, 
proved  that  the  hopes  of  the  producers  had  not  been  altogether 
unfounded. 

These  inherent  defects  in  the  new  system  were  aggravated  by  cer- 
tain other  faults  that  came  to  light  in  its  practical  application.  The 
levy  had  been  designed  with  a  view  to  speedy  and  strict  execution. 
The  only  guarantee  of  its  success  lay  in  the  rapidity  with  which  the 
whole  operation  would  be  performed.  In  his  order  of  December  2, 
the  Minister  gave  the  following  time  limits  for  the  execution  of  the 
levy :  the  provincial  levies  were  to  be  made  by  December  8 ;  district 
levies  by  the  fourteenth;  volost  and  private  estate  levies  by  the  twen- 
tieth; village  levies  by  the  twenty-fourth;  and  levies  at  the  indi- 
vidual farms  were  to  be  made  by  the  thirty-first.  The  entire  levy  of 
the  nation  was  to  be  delivered,  according  to  the  order  of  December 
17,  within  a  period  of  six  months. 

The  mistakes  and  misunderstandings  which,  at  best,  are  un- 
avoidable in  so  vast  an  enterprise,  were  bound  to  be  multiplied 
with  so  rapid  an  execution  of  the  scheme.  This  left  no  opportunity 
to  contest  wrong  figures  and  prove  the  need  for  their  rectification. 
A  further  drawback  was  added,  which  proved  fatal  to  the  success 
of  the  whole  scheme.  The  levy  had  been  planned  on  lines  which  in- 
evitably made  it  unpopular  with  the  organs  charged  with  its  execu- 
tion, as  well  as  with  the  grain  producers.  Already  before  the  inti-o- 
duction  of  the  levy,  the  Avork  of  allotting  quotas  among  the  various 
commissioners  had  often  resulted  in  sharp  conflicts  and  heated  ar- 
guments, which  is  not  surprising  when  we  consider  that  the  commis- 
sioners, being  local  men,  naturally  tried  to  spare  their  own  areas  as 
much  as  possible  from  a  ruinous  extortion  of  grain.  The  conferences 
of  commissioners  were  of  the  greatest  importance  for  the  reason 
that  they  made  it  possible,  through  mutual  arrangements  and  com- 
promises of  one  kind  or  another,  to  impose  upon  each  commissioner 
the  moral  obligation  to  accept  the  allotment  assigned  to  him,  for 
the  collection  and  delivery  of  grain.  The  levy  broke  with  this  useful 
tradition,  being  introduced  by  headquarters  alone,  without  any 
partici})ation  by  the  local  people,  who  found  themselves  ordered  to 
assume  serious  obligations  when  their  own  opinions  had  not  even 
been  heard.  Quota  ajjportionment  had  been  heretofore  the  affair  of 
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the  commissioners  themselves;  the  levy  was  imposed  by  outsiders. 
Formerly,  there  was  a  moral  obligation  assumed  more  or  less  freely ; 
now,  there  was  only  a  peremptory  order  from  above.  Here  was  a 
profound  difference  in  the  S3'stem,  and  its  reality  became  evident 
as  soon  as  the  levying  operation  commenced. 

There  were  subjected  to  levy,  altogether,  772. 1  million  puds  of 
cereals,*  which  included : 

{millions  of  puds) 

Rye  283 

Wheat  189 

Oats  150 

Barley  120 

Failure  of  the  Levy,  and  Its  Effect  on  the  Policy 
of  State  Regulation. 

Lack  of  confidence  in  the  soundness  of  the  scheme  made  itself  felt 
already  in  the  provincial  centers.  Thus,  many  provinces  thought 
that  the  levy  method  should  be  rejected  altogether,  while  others,  ac- 
cepting it,  reduced  the  amounts  of  grain  demanded  by  the  Ministry. 
Of  thirty  provinces,  nine  decided  to  continue  collecting  their  grain 
supply  without  a  levy,  which  left  to  the  share  of  the  twenty-one 
provinces  accepting  the  levy  system  a  total  of  506.5  million  puds  of 
grain  to  be  collected.  But  their  provincial  conferences  found  it 
possible  to  lev}'  only  89  per  cent  of  this  amount,  that  is  to  say,  only 

450.1  million  puds,  and  the  district  conferences  reduced  this  to 

321.2  million  puds,  or,  to  63  per  cent  of  the  quota  prescribed  by 
the  Ministry.  In  other  words,  even  before  the  levy  had  come  down 
to  the  actual  producer  of  the  grain,  it  had  shrunk  to  about  two- 
thirds  of  the  actual  amount  expected.  As  it  got  nearer  to  the  pro- 
ducer, the  levy  melted  away  more  and  more,  thus  clearly  demon- 
strating that  this  very  perilous  measure  had  only  slight  chances  of 
success.  And,  as  a  matter  of  fact,  when  the  final  tabulations  were 
made,  it  appeared  that  the  volost  conferences  had  accepted  only  82 
per  cent  of  their  share  of  the  levy  allotted  by  the  districts,  and  the 
village  meetings  cut  the  figures  down  to  57  per  cent  of  the  district 
levy.  Assuming  these  figures  for  volosts  and  villages  to  be  a  fair 

*  Let  us  note  that,  althougii  it  was  emphasized  constantly  that  the  levy 
had  in  view  only  the  interests  of  national  defense,  a  figure  was  prescribed 
which  was  greatly  in  excess  of  the  actual  needs  of  the  army. 
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index  for  the  rest,  and  that  the  private  farmers  would  have  done 
their  dut}^  to  the  full,  we  are  safe  in  concluding  that  onl}'  about  100 
to  130  million  puds  of  grain  would  probably  have  been  obtained  by 
the  levy,  that  is,  at  most,  20  to  25  per  cent  of  the  amount  prescribed 
by  the  INlinistry. 

We  may,  therefore,  conclude  that  the  levy  was  a  failure.  Still,  in 
view  of  the  complexity  of  the  motives  that  inspired  Rittikh  in  this 
measure,  it  is  by  no  means  impossible  that  he  foresaw  such  a  failure 
and  was  fully  prepared  to  risk  it,  expecting  in  fact  a  much  smaller 
amount  of  grain  than  his  official  levy  prescribed,  yet  sufficient  to 
keep  the  army  supplied  for  some  months  to  come.  It  is  quite  likely 
that  he  was  informed  of  the  immediate  intentions  of  the  High  Com- 
mand and  that  he  planned  the  levy  according  to  such  purely  mili- 
tar}'  calculations,  in  the  hope  that  a  successful  offensive  by  the  army 
would  hasten  the  moment  of  peace  and  thus  rescue  the  economic 
fabric  of  the  nation  from  the  iron  clutches  of  an  intolerable  govern- 
ment  regulation.  But  this  in  itself  only  serves  to  emphasize  again 
the  sjDeculative  character  of  a  food  supply  policy  based  upon  a 
levy:  this  might  have  been  a  judicious,  if  hazardous,  measure  if  the 
expected  spring  drive  of  the  army  had  proved  successful;  but  in 
the  event  of  a  merely  partial  success,  or  of  complete  failure,  and, 
generally  speaking,  of  too  long  a  protraction  of  military  opera- 
tions, such  a  measure  was  bound  to  hasten  the  catastrophic  collapse 
of  the  food  supply  of  the  population  as  well  as  the  army.^  Even  a 
stringent  government  grain  monopoly  might  fail  to  produce  the  ex- 
pected results,  inasmuch  as  the  levy  inspired  the  idea  that  the  policy 
of  the  Government  was  rather  changeable.  This  only  tended  still 
further  to  demoralize  the  producers  and  holders  of  the  grain. 

Today  it  is  impossible  to  tell  precisely  in  what  way  the  Govern- 
ment might  have  overcome  the  difficulties  of  supply  caused  by  the 
failure  of  the  levy;  still,  there  are  abundant  reasons  for  thinking 
that  the  Imperial  Government  would  have  reverted  to  the  very  same 
methods  of  regulation  from  which  the  levy  was  to  be  more  or  less  of 
an  emancipation.  But  in  the  levy  itself  we  also  find  elements  of  such 

^  The  hasty  execution  of  this  measure,  which  could  not  escape  the  notice 
of  the  general  public^  proved  a  cause  of  dangerous  demoralization:  people 
thought  the  War  was  going  to  end  soon,  and  such  an  idea  was  calculated  to 
paralyze  the  army  and  the  population  at  large  at  the  very  moment  when  there 
was  desperate  need  of  an  effort  that  might  have  to  be  sustained  indefinitely. 
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regulation,  and  their  mere  quantitative  extension  led  to  a  mo- 
nopoly, as  the  last  and  most  consistent  step  of  the  Government  in 
the  State  regulation  of  food  sujjplies. 

Measures  of  the  Provisional  Government 
prior  to  31  arch  25,  1917. 

The  revolutionary  authority  of  the  Provisional  Government, 
liowever,  which  realized  this  final  step  of  State  regulation,  differed 
from  the  historical  authority  of  the  Russian  State  precisely  in  the 
fact  that  all  its  measures  bore  the  marks  of  their  absolutely  illu- 
sory character.  Behind  its  formal  statements  of  the  new  juridical 
principles  there  was  none  of  that  vital  power  which  turns  such 
principles  into  actually  effective  laws,  so  that  they  shall  not  remain 
hollow,  meaningless  phrases.  This  should  constantly  be  borne  in 
mind  in  studying  the  grain  monopoly  introduced  by  the  Provisional 
Government  under  the  law  of  March  25,  1917.  We  must  however 
remember  that  several  weeks  elapsed  between  the  outbreak  of  the 
Revolution  and  the  promulgation  of  this  decree.  What,  then,  were 
the  leading  features  of  the  grain  supply  policy  during  this  interval.'' 
We  may  answer  this  question  by  stating  emphatically  that  there 
was  no  consistency  about  the  measures  that  were  taken  during  this 
transitional  period.  It  was  characteristic  of  it  that  there  should  be 
three  different  kinds  of  authorities  addressing  themselves  to  the 
local  supply  authorities,  each  of  them  issuing  different  orders  and 
instructions.  As  early  as  March  2,  when  the  political  situation  was 
not  yet  clear  and  no  real  authority  had  established  itself  at  the  capi- 
tal, the  Provisional  Food  Supply  Commission  of  the  State  Duma 
and  of  the  Soviet  of  Woi'kmen's  and  Soldiers'  Deputies  gave  orders 
to  the  local  supply  organs  of  the  country  to  requisition,  while  con- 
tinuing the  levy,  commercial  grain  supplies  from  dealers,  banks, 
and  landowners  with  an  acreage  of  not  less  than  fifty  deciatines.® 
On  March  3,  the  Special  Commissioner  issued  an  order  to  go  on 
vigorously  with  the  procedure  of  supply.  Finally,  on  March  9,  the 
Minister  of  Agriculture  of  the  Provisional  Government  prolonged 
the  premium  and  bonus  arrangement  in  payments  for  grain,  intro- 
duced by  Rittikh,  until  the  commissioners  could  complete  their 
allotted  quotas.  This  inconsistency  in  the  orders  regarding  food 

®  One  deciatine  =  2.7  acres. 
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supply  is  a  very  striking  confirmation  of  the  fact  that  tlie  problem 
was  acute  during  the  first  few  weeks  after  the  outbreak  of  the  Revo- 
lution, and  that  the  desire  to  obtain  the  necessary  grain  by  any  and 
all  possible  means  outweighed  all  other  considerations  and  motives. 
It  would  be  a  mistake  to  imagine  that  the  jDroclamation  of  the  State 
monopoly  of  grain  on  March  25,  1917,  could  have  changed  at  one 
stroke  the  system  of  supply  that  prevailed  before  the  Revolution. 
Even  the  Provisional  Government,  inexperienced  as  it  was  in  mat- 
ters of  administration,  understood  fully  that  there  was  an  immense 
distance  between  the  mere  proclamation  and  the  actual  realization 
of  a  grain  monopoly. 

The  Law  of  March  25,  1917. 

Let  us  turn  now  to  a  consideration  of  the  provisions  of  the  decree 
of  March  25,  and  see  what  were  the  characteristic  features  of  the 
grain  supply  organization  during  this  period.  The  decree  is  known 
as  one  "concerning  the  transfer  of  grain  to  the  control  of  the  State, 
and  concerning  local  food  supply  organs."  We  thus  see  the  decree 
itself  linking  up  the  problem  of  the  transfer  of  grain  to  the  State 
with  the  problem  of  organizing  the  machinery  of  food  supply,  thus 
laying  formal  emphasis  on  the  close  connection  between  the  two 
])roblems. 

On  examining  this  decree  carefully,  we  observe  that  it  has  a 
hereditary  connection  with  the  measures  which  were  taken  by  the 
Government  to  regulate  the  grain  supply  before  the  introduction 
of  the  levy,  as  well  as  with  the  levy  itself.  From  the  original  meas- 
ures were  derived  those  sections  of  the  new  law  which  dealt  with  the 
fixed  prices  for  grain  and  its  manufactured  products,  the  system  of 
regulated  purchase  prices,  and  the  State  regulation  of  the  industrial 
conversion  of  grain.  The  influence  of  the  levy  is  to  be  seen  in  those 
])ortions  of  the  law  which  determine  the  essence  of  the  monojjoly 
itself,  which  emphasize  the  fact  that  the  State  shall  obtain  control 
of  all  grain,  with  the  exception  of  such  as  may  be  indispensable  for 
direct  and  productive  use  on  the  spot.  This  was  the  very  idea  under- 
lying the  levy,  except  that  it  was  expressed  in  a  form  of  less  quanti- 
tative stringency.  Now  the  State  was  to  take  all  tlie  grain  not  imme- 
diately required  for  the  satisfaction  of  the  wants  of  the  owner  and 
having  connnercial  value.  The  levy  had  been  designed  to  find  out 
how  much  of  this  free  "commodity  grain"  could  be  delivered  by 
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each  province,  district,  volost,  village,  and  producer;  the  new  law 
was  only  concerned  with  the  question  of  how  much  should  be  left  to 
the  owner,  since  all  surpluses  over  and  above  these  amounts  were  to 
be  handed  over  to  the  State. 

The  law  provided  that  all  grain  was  to  be  held  at  the  disposal  of 
the  Government,  and  that  it  could  be  appropriated  only  through 
the  intervention  of  the  State  supply  organs,  save  those  amounts  that 
were  needed  for  the  direct  consumption  and  economic  requirements 
of  the  owners.  But  the  law  recognized  also  that  the  mere  j^roclama- 
tion  of  this  principle  would  remain  a  dead  letter  so  long  as  there  was 
not  an  actual  determination,  in  the  case  of  each  farm,  of  the  pre- 
cise amount  of  grain  to  be  left  to  it  and  of  the  amount  to  be  trans- 
ferred to  the  State.  The  law  likewise  laid  down  general  principles 
for  the  guidance  of  those  organs  that  would  have  charge  of  the 
execution  of  the  law,  so  that  they  could  correctl}^  decide  the  quan- 
tity of  grain  subject  to  State  control.  So  long  as  this  amount  re- 
mained undefined,  there  was  no  actual  application  of  the  law — such 
is  the  implication  of  Paragraph  1  of  the  Supplement,  which  declares 
that  the  grain  comes  under  government  control  "from  the  time  the 
grain  is  brought  to  account." 

The  share  to  be  left  to  the  owner  was  made  up  of  the  following 
three  parts:  (1)  seed  grain,  (2)  food  for  the  owTier,  his  family,  and 
his  assistants,  and  (3)  fodder  for  the  hve  stock.  The  local  food 
supply  organs  determined  how  much  grain  should  be  exempt  from 
requisition,  but  had  to  do  so  in  accordance  with  the  principles  laid 
down  in  the  law.  Seed  grain  was  allotted  according  to  the  average 
requirement  per  deciatine  in  each  particular  province  and  district, 
on  the  basis  of  figures  furnished  by  the  Central  Statistical  Commit- 
tee, subject  to  revision  in  the  light  of  zemstvo  statistics.  If  a  smaller 
area  was  sown  than  had  originally  been  provided  for,  the  owner  was 
to  restore  the  unused  seed.  For  food,  1%  puds  of  grain  were  allowed 
per  head  per  month,  until  the  new  harvest,  and  10  zolotnik''  of  grits 
per  head  per  day.  Fodder  quotas  were  as  follows :  for  a  draft  hoi'se, 
8  Russian  pounds*  of  oats  or  barley,  or  10  Russian  pounds  of  wheat 
per  day,  but  for  not  more  than  75  days;  for  full-grown  horned 
cattle  and  hogs,  4  Russian  pounds  of  grain  per  head  per  day,  for  a 
period  of  60  days,  and  half  this  allowance  for  calves  more  than  a 

'  One  solotnik  =  0.15  ounce.  ^  One  Russian  pound  =  0.9  lb. 
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year  old.  In  addition  to  these  quotas,  there  was  to  be  "left  to  oAvners 
to  meet  all  eventualities"  10  per  cent  of  all  their  estimated  needs. 

All  grain  beyond  these  allowances  was  to  be  delivered  to  the  local 
supply  organs  in  the  order  and  within  the  periods  that  the  latter 
might  prescribe,  at  new  and  increased  fixed  prices  f.o.b.  Should  the 
owner  be  unable  or  unwilling  to  make  f.o.b.  delivery,  it  was  to  be 
effected  at  his  expense,  that  is,  the  cost  of  delivery  was  to  be  de- 
ducted from  the  fixed  price  to  be  paid  to  him.  The  same  method  was 
to  be  followed  in  the  case  of  unthreshed  grain.  Persons  who  refused 
to  surrender  their  grain  were  to  have  it  requisitioned  under  special 
instructions.  Should  grain  be  concealed  and  found,  the  State  would 
take  it  over  at  half  the  ordinary  price.  Until  delivery,  the  owner  was 
bound  to  store  the  grain  at  his  own  risk  and  was  held  responsible  for 
its  safety.  At  the  request  of  the  local  supply  organ,  every  proprietor 
of  grain  must  declare  the  amount  and  storage  place  of  his  grain, 
the  number  of  persons  fed  at  his  establishment,  the  number  of  cattle, 
and  the  number  of  deciatines  to  be  sown.  These  figures  were  to  be 
verified  by  the  local  food  supply  committees. 

The  mortgaging  of  grain  was  prohibited,  and  persons  and  insti- 
tutions who  had  accepted  such  mortgages,  as  well  as  those  who 
stored  mortgaged  grain,  were  required  to  report  to  the  local  food 
supply  organs  any  grain  thus  mortgaged  and  stored.  In  addition 
to  the  fixed  prices  which  the  Government  was  to  pay  for  the  grain, 
special  prices  were  established  in  the  consuming  centers  for  the  sale 
of  the  government  grain.  These  special  prices  were  determined  by 
the  local  food  supply  organs  on  the  basis  of  the  fixed  purchase 
prices,  plus  overhead  charges,  and  were  to  be  confirmed  by  the  Min- 
istry. 

The  law,  however,  did  not  prohibit  the  cooperation  of  private 
business  organizations,  and  it  made  j^rovision  for  enlisting  the 
services  of  the  cooperative  societies,  unofficial  organizations,  and 
private  firms,  on  a  commission  basis.  This  shows  that  the  past  ex- 
perience of  the  supply  organization  had  been  taken  into  account 
and  that  the  framers  of  the  law  had  made  allowance  for  the  fact 
that  the  Government's  supply  machinery  was  not  fully  prepared  to 
cope  at  once  with  this  exceedingly  difficult  and  harassing  problem. 
As  for  the  way  in  which  the  private  and  public  organizations  were 
to  assist  the  Government  in  this  matter,  it  was  to  be  determined  in 
special  instructions. 
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Regulation  of  Grain  Converting  Industries. 

The  Supplement  to  the  Law  of  March  25,  1917,  above  described 
has,  in  turn,  a  number  of  annexes,  deaHng  with  fixed  prices  for 
grain  in  the  areas  of  production  and  consumption,  and  laying  down 
the  principles  of  the  regulation  of  the  industrial  conversion  of  the 
grain,  of  flour  mills,  and  of  the  manufacture  of  grits  and  millet. 
Leaving  the  discussion  of  the  fixed  prices  to  the  special  chapters  on 
prices,  we  shall  here  consider  the  problems  of  the  regulation  of  the 
industrial  conversion  of  grain.  This  regulation  bears  a  direct  rela- 
tion to  the  preceding  system  of  regulation  in  the  same  industries; 
it  is  also  closely  connected  with  a  new,  decisive  factor  in  the  move- 
ment of  grain — the  fact  that  it  is  the  Government  which  now 
becomes  the  owner  and  master  of  all  grain  products.  The  effort  to 
secure  the  greatest  possible  saving  of  grain  resulted,  as  we  have  seen, 
in  sim])lifying  the  product,  a  standardized  flour  of  three  grades  to 
be  ground  tliroughout  the  empire.  There  was  at  last  introduced  a 
simple  grading  of  flour,  such  as  had  as  recently  as  the  late  autumn 
of  1916  seemed  far  too  premature  and  radical  a  measure.  The  fact 
is  that  the  Government  was  now  even  thinking  of  producing  only  a 
single  grade  of  ordinary  flour.  It  was  not  a  question  of  maximum 
utilization  of  the  mills,  but  rather  of  the  maxinmm  utilization  of  the 
grain,  which  was  not  sufficient  to  cover  the  current  demands.  The 
mills  could  easily  deal  with  much  more  grain  than  they  had  at  their 
disposal,  and  the  result  was  that  some  of  them  were  idle  and  others 
were  running  below  capacity.  It  was  quite  natural,  under  these  con- 
ditions, that  there  should  be  a  desire  to  make  the  most  of  whatever 
grain  supplies  happened  to  be  available,  even  if  the  flour  had  to  be 
of  a  lower  grade,  that  is,  with  a  larger  proportion  of  offal.  But  it 
was  necessary  to  consider,  not  only  the  human  food,  but  also  the 
cattle  food  requirements,  and  this  kind  of  grinding,  incorporating 
tlie  bran  that  ought  to  be  used  for  cattle  food,  would  only  lead  to 
an  increased  demand  for  fodder  grains,  when  their  scarcity  was  one 
of  the  dominating  features  of  the  whole  national  economy,  and  had 
been  such  from  the  first  year  of  the  War.  Under  these  circum- 
stances, while  introducing  simj^ler  flour  grades,  the  Government  had 
also  to  take  into  account  the  forage  requirements.  This  is  why  the 
law  sanctions,  in  addition  to  simple  grades  of  unsifted  flour  (wheat 
and  rye) ,  the  grinding  of  sifted  flour,  with  an  extraction  of  80  per 
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cent.  A  similar  situation  existed  with  regard  to  grits  and  millet, 
where  it  was  provided  that  thereafter  only  the  coarser  varieties 
should  be  produced.  Semohna  required  by  hospitals  and  children 
was  to  be  produced  exclusively  on  the  orders  of  the  local  food  sup- 
ply organs,  and  not  more  than  5  per  cent  of  semolina  was  to  be  pro- 
duced, the  extraction  of  sifted  flour  being  reduced  at  the  same  time 
to  72  per  cent  and  the  bran  output  being  increased  by  3  per  cent. 

The  State  grain  monopoly  meant,  naturally,  that  flour  and  grits 
millers  could  obtain  no  grain  for  their  needs  except  that  furnished 
them  by  the  Government,  and  this  was  expressed  in  those  sections  of 
the  law  which  provided  that  the  local  supply  organs  should  let  the 
millers  have  grain  against  payment.  Millers  became  nothing  but 
converters  of  government  grain,  and  they  were  to  be  paid  for  the 
various  kinds  of  work  performed  by  their  mills  on  this  grain  in  ac- 
cordance with  the  rates  of  compensation  prescribed  by  the  law.  The 
entire  output  of  the  mills — flour,  grits,  bran,  etc. — was  handed 
over  to  the  Government  exclusively.  It  was  only  natural,  under  these 
conditions,  that  the  Government  should  consider  it  necessary  to 
establish  a  very  strict  control  over  the  whole  process  of  grain  con- 
version. For  extra  services  rendered  by  the  millers  to  the  Govern- 
ment, beyond  the  conversion  of  the  grain,  they  were  paid  an  addi- 
tional com23ensation,  on  the  basis  of  existing  rates.  The  cost  of  de- 
livery of  grain  to  the  mills,  and  of  the  finished  product  from  the 
mills  to  railway  stations  or  ports,  was  payable  by  the  Government, 
and,  in  case  the  millers  undertook  the  carriage  to  these  points,  they 
were  paid  for  these  deliveries  in  accordance  with  the  rates  pre- 
scribed by  the  local  supply  organs.  This  method  was  followed  also 
in  respect  of  sacks  furnished  by  the  millers. 

Since  it  is  the  Government  alone  which,  under  this  system  of 
grain  monopoly  and  regulation,  bears  all  the  costs  of  collecting 
and  converting  the  grain,  the  local  food  supply  organs  calculate 
the  average  selling  price  of  the  converted  article  f.o.b.,  on  the  basis 
of  the  fixed  prices  for  grain,  and  for  by-products,  the  cost  of  col- 
lection and  organization,  transport  by  rail,  water,  and  horse,  and 
cost  of  converting  into  the  finished  product.  These  prices  are  sub- 
mitted to  the  Minister  of  Agriculture  for  approval,  after  due  co- 
ordination with  prices  in  other  provinces.  In  provinces  using  flour 
from  other  provinces,  the  selling  prices  are  fixed  on  the  basis  of  the 
purchase  prices  in  the  producing  localities,  with  an  addition  of  5 
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per  cent  for  overhead  charges  and  the  cost  of  transport.  These  sell- 
ing prices  may  be  established  either  for  the  entii-e  province  or  cer- 
tain areas  within  the  same,  all  depending  upon  the  variations  of 
freight  or  cargo  rates.  Lastly,  these  prices  may  be  considerably 
modified  if  the  areas  of  consumption  happen  themselves  to  be  pro- 
ducing a  considerable  amount  of  flour. 

But  this  system  of  price  fixing  could  be  applied  only  after  the 
Government  had  taken  actual  possession  of  the  grain.  Until  then, 
there  had  to  remain  in  force,  to  all  practical  purposes,  the  system 
that  was  in  operation  prior  to  the  Rittikh  levy.  As  regards,  espe- 
cially, prices  of  grain  products,  they  were  restored  as  fixed  f.o.b. 
prices  for  all  transactions,  but,  of  course,  at  higher  rates,  in  ac- 
cordance with  the  increased  cost  of  their  constituent  elements — 
grain,  millers'  remuneration,  and  so  forth. 

Food  Supply  Polwy  during  the  Period  Preceding  the  Application 

of  the  Grain  Monopoly. 

Such  were  the  essential  features  of  the  decree  of  March  25,  1917. 
We  know  already  that  it  amounted  simply  to  a  declaration  of  the 
future  policy  of  the  Government  in  the  domain  of  food  supply,  a 
policy  that  was  not  realized  in  the  course  of  the  War  nor  during 
the  existence  of  the  Provisional  Government.  The  law  itself  stated 
that  the  actual  realization  of  the  grain  monopoly  would  be  impos- 
sible so  long  as  the  grain  had  not  been  fully  accounted  for  and  the 
rates  of  consumption  to  be  allowed  to  the  owners  had  not  been  fixed. 
And  this  is  why  all  later  measures  in  this  field  were  to  be  mere 
preparations  for  an  actually  effective  control  of  grain  by  the  State, 
a  control  which  was  destined  to  remain  unrealized  throughout  the 
period  under  discussion. 

Turning  now  to  a  closer  examination  of  these  measures,  we  have 
to  stress  the  fact  that  the  system  at  tliis  period  did  not  differ  from 
that  in  existence  previous  to  the  Revolution,  or,  to  put  it  more 
exactly,  previous  to  the  attempts  of  Rittikh  to  avoid  State  regula- 
tion. This  condition  of  affairs,  wliich  was  self-evident,  was  given  its 
juridical  fornmlation  in  the  ordinance  of  the  Minister  of  Agricul- 
ture of  April  8,  1917,  which  declared  plainly  that,  so  long  as  the 
grain  was  not  brought  to  account  by  the  local  supply  organs,  it 
should  be  bought  as  before,  at  fixed  prices  for  all  transactions,  on 
pain  of  requisition. 
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Measures  To  Obtain  Control  of  the  Grain. 

The  principal  measures  of  the  Government  with  a  view  to  reahz- 
ing-  the  grain  monopoly  were  aimed  at  the  establishment  of  local 
food  supply  organs  that  could  reach  the  actual  producers,  at  an  in- 
ventory of  available  supplies,  and  at  the  determination  of  the  pro- 
ducers' quotas.  In  addition  to  these  measures,  others  were  directed 
to  the  regulation  of  transport  and  the  development  of  the  necessary 
publicity.  It  may  weU  be  stated  here,  that  not  one  of  the  principal 
measures  of  organization  jjroved  successful.  There  were  many  rea- 
sons for  this  failure,  but  it  was  primarily  due  to  the  irreparable 
damage  done  to  the  administrative  machinery  of  the  nation  by  the 
terrific  strain  of  the  Revolution.  The  absence  of  organized  authority 
rendered  the  penetration  of  the  Government's  control  to  many  mil- 
lions of  individual  farms  impossible. 

This  becomes  clearly  apj^arent  when  we  survey  the  several  meas- 
ures of  the  Government,  some  of  which  have  been  discussed  already 
in  another  connection,  especially  in  the  chapter  devoted  to  the 
organs  of  supply."  On  May  3,  1917,  the  Minister  of  Agriculture 
approved  the  "Instruction  to  the  Provincial  Food  Supply  Com- 
mittees" to  carry  the  grain  monopoly  decree  into  effect.  This  in- 
struction, issued  five  weeks  after  the  promulgation  of  the  law  itself, 
not  only  shows  that  nothing  had  been  done  during  the  intervening 
five  weeks  to  bring  the  monopoly  into  actual  operation,  but  that  the 
Government  was  only  contemplating  as  yet  the  preliminary  steps 
to  make  the  monopoly  effective.  The  instruction  requires  that  the 
provincial  food  supply  committees  shall  at  once  take  steps  to 
familiarize  the  public  as  much  as  possible  with  the  monopoly  law 
and  hasten  the  organization  of  district  and  other  local  supply  com- 
mittees ;  in  other  words,  that  they  shall  do  the  merely  preliminary 
work  in  respect  of  a  law  issued  over  a  month  previously.  Another 
step,  bringing  the  practical  execution  of  the  decree  somewhat 
nearer,  is  the  preparation  for  an  inventory  of  grain  supplies  avail- 
able. Here,  the  instruction  proposes  to  the  provincial  committees 
that  they  shall  ascertain,  through  a  proper  classification  of  agri- 
cultural establishments  and  areas,  the  rations,  or  quotas,  which  are 
not  to  be  surrendered  to  the  State.  The  inventory  of  the  grain  is 
to  begin  as  soon  as  the  most  important  organization  work  is  com- 
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pleted.  The  committees  must  also  print  the  necessary  number  of 
blank  forms  for  the  census,  according  to  the  model  accompanying 
the  instruction,  instruct  the  subordinate  organs  in  the  methods  of 
the  census,  and  see  to  it  that  the  answers  are  received  from  the 
district  committees  not  later  than  May  31. 

Simultaneously  with  the  census,  the  local  supply  committees  are  to 
commence  the  organization  of  collection,  delivery,  and  distribution 
of  the  grain.  It  was  obviously  impossible  to  furnish  complete  re- 
turns, as  demanded  by  the  instruction,  by  May  31,  even  assuming 
that  there  was  any  possibility  at  all  of  taking  a  census  of  about  19 
million  farms  for  the  purpose  of  depriving  them  of  their  grain 
supplies  by  force,  amid  circumstances  of  revolutionary  agitation 
and  chaos.  The  instruction  was  approved  by  the  INIinister  on  May 
3,  yet  he  expected  the  provincial  committees  to  be  in  possession  of 
full  returns  from  the  districts  by  the  thirty-first  of  the  same 
month!  Within  the  brief  period  of  four  weeks  the  instruction  was 
supposed  to  have  reached  all  the  provincial  committees  of  the  vast 
empire,  these  were  to  manage  to  acquaint  the  general  public  with 
the  monopoly  decree,  set  up  the  necessai*y  food  supply  organs, 
have  the  census  forms  all  printed  and  distributed,  draft  instruc- 
tions for  the  guidance  of  the  district  and  other  committees,  and 
attend  to  innumerable  other  matters.  The  as  yet  badly  organized, 
or  even  unorganized,  district  and  volost  committees,  still  ignorant 
of  the  very  passage  of  such  a  law,  were  to  receive  instructions  from 
the  provincial  committees,  to  proceed  accordingly  with  the  taking 
of  a  census  of  the  population  and  live  stock,  to  determine  the 
amount  of  grain  to  be  requisitioned  within  their  o\ni  territories, 
and  even  to  contrive  to  establish  the  organization  for  the  collec- 
tion of  such  supplies.  It  would  be  difficult  to  conceive  anything 
more  absurd. 

The  Moscow  Soviet  of  Workmen's  and  Soldiers'  Deputies  made 
an  investigation  to  ascertain  the  results  of  the  census.  This  in- 
quiry brought  out  that,  in  the  beginning  of  the  summer,  no  cen- 
sus whatever  had  been  taken  in  thirty-two  out  of  the  thirty-eight 
provinces  that  answered  the  Soviet  questionnaire;  that  four  prov- 
inces had  done  it  in  slij)shod  fashion,  not  to  be  relied  on ;  and  that 
only  two  provinces  had  furnished  proper  returns.  But  one  need 
not  necessarily  be  a  pessimist  to  feel  justified  in  entertaining  de-  . 
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cided  doubts  as  regards  the  reliability  of  the  census  even  in  these 
two  provinces. 

Apart  from  this  normal  method  of  census  taking,  the  State 
Food  Committee  entrusted  the  same  duty  to  special  "commissaries" 
appointed  and  ordered  to  go  to  various  sections  of  the  country  by 
the  chairman  of  the  said  committee.  Section  6  of  the  order  in  ques- 
tion reads  that,  in  case  a  province  has  failed  to  take  a  grain  census, 
"the  commissary  may  issue  an  order  to  take  a  grain  census  and,  in 
case  of  necessity,  have  such  a  census  taken  upon  his  own  authority, 
for  the  purpose  of  requisitioning  those  grain  supplies  that  have 
not  been  registered  by  the  food  supply  committees  and  not  ac- 
quired by  them."  The  commissaries'  organization  might  have 
proved  valuable  in  case  of  inefficient  or  too  selfish  action  on  the 
part  of  a  provincial  committee;  but  in  so  far  as  the  latter  was 
unable  to  carry  into  effect  the  census  operations,  the  commissary 
would  inevitably  also  prove  quite  helpless,  no  matter  how  unlimited 
his  authority  might  be — on  paper. 

Failure  of  the  Census  and  Impossibility  of  Transferring 
the  Grain  to  State  Control. 

Inasmuch  as  the  census  failed  not  only  in  the  beginning  of  that 
summer,  but  throughout  the  period  of  the  War,  there  was  no  prac- 
tical possibility  of  executing  the  proclamation  of  the  grain  mo- 
nopoly. As  long  as  it  could  not  be  properly  ascertained  how  much 
grain  there  was  in  each  farm  and  how  much  should  be  left  for  its 
own  requirements,  it  was  obviously  impossible  to  determine  what 
share  should  go  to  the  State,  if  the  latter  was  to  endeavor  to  carry 
out  its  own  declared  principles.  But  we  may  be  permitted  to  doubt 
whether  the  Government  would  actually  have  obtained  its  grain 
even  if  the  census  had  been  a  success.  This,  because  a  successful  in- 
ventory of  the  grain  on  hand  in  each  separate  farm  is  by  no  means 
a  guarantee  of  the  successful  extraction  of  any  considerable 
amount  of  this  grain  by  compulsion.  For  such  doubts  we  have 
some  cogent  reasons. 

Articles  8  and  21  of  the  decree  provided  that  the  concealment 
of  grain  and  refusal  to  hand  it  over  voluntarily  should  entail 
requisition,  to  be  made  on  the  basis  of  a  special  inspection.  In  ful- 
filment of  these  provisions  of  the  law,  there  was  actually  issued  the 
instruction  for  the  compulsory  appropriation  of  grain,  sanctioned 
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by  the  Minister  of  Agriculture  on  Mcay  3.  But  since  no  census 
worthy  the  name  had  ever  been  taken,  the  requisitioning  clauses 
of  the  instruction  could  not  be  applied  in  fact.  On  the  other  hand, 
such  a  thing  as  refusal  to  give  up  grain  at  the  fixed  prices  cer- 
tainly occurred,  and,  if  we  may  judge  by  the  effects — the  constant 
grain  shortage  for  the  army  as  well  as  the  civilian  population — 
this  refusal  was  widespread  and  made  it  necessary,  accordingly, 
to  apply  requisitioning  on  a  vast  scale.  Besides  this  direct  and 
positive  evidence  that  requisition  was  nevertheless  not  resorted  to, 
we  have  some  indirect  proofs.  Previous  to  the  Revolution,  local 
requisitions  could  be  made  only  with  the  approval  of  the  Chair- 
man of  the  Special  Council  in  each  separate  instance;  after  the 
issue  of  the  instruction,  requisitions,  which  were  rendei'ed  still 
more  problematical  because  of  the  reduction  of  the  fixed  prices  by 
50  per  cent,  were  to  be  made  on  the  authority  of  the  local  organs 
themselves.  The  fact  is  that  the  actual  application  of  requisitions 
was  confined  to  very  rare  instances,  while  the  refusal  to  surrender 
the  required  grain  was  widespread. 

In  addition  to  this  direct  evidence  we  have  the  fact  that,  toward 
the  end  of  the  summer,  that  is,  shortly  before  it  was  overthrown, 
the  Provisional  Government  resorted  to  steps  of  the  same  nature 
that  had  been  adopted  in  the  early  days  of  its  food  supply  policy. 
The  order  of  August  20,  1917,  insists  upon  exceptional  measures, 
not  stopping  even  at  the  use  of  armed  force,  and  urges  the  com- 
mencement of  wholesale  requisitioning,  starting  with  the  large 
holders  of  grain  and  with  villages  close  to  the  railways.  Yet  a  week 
after  this  formidable-sounding  order,  another  is  issued,  on  August 
27,  which  doubles  the  fixed  jorices  and  again  offers  inducements 
partly  psychological,  partly  economic  in  character:  "The  Minis- 
ter of  Food  Supply  has  the  right  to  prescribe  the  dates  for  the 
obligatory  delivery  of  grain,  upon  the  expiration  of  which  the 
grain  that  is  subject  to  delivery,  but  has  not  been  delivered,  may 
be  requisitioned,  at  30  per  cent  below  the  established  prices"  (Arti- 
cle 7).  And  this,  after  a  threat  of  armed  force!  As  a  matter  of 
fact,  this  amounts  to  an  admission  of  impotence  and  an  attempt 
to  placate  the  grain  owners:  prices  are  doubled,  and,  instead  of 
requisition  at  a  reduction  of  50  per  cent,  we  now  have  a  reduction 
of  30  per  cent,  to  be  used  only  after  the  expiration  of  the  dates 
prescribed  anew  (not  for  the  first  time!)  by  the  Ministry. 
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However,  the  failure  of  the  monopoly  does  not  mean  that  cer- 
tain measures  had  not  been  carried  out  which  had  been  conceived 
as  constituent  elements  in  a  unified  system  of  government  mo- 
nopoly. Among  such  less  essential,  but  still  technically  important, 
measures  we  may  mention  the  adjustment  of  the  transport  system 
to  the  purposes  of  the  monopoly.  A  telegraphic  order  of  May  16, 
1917,  informed  the  provincial  food  supply  committees  that  the 
administration  of  railways  and  water  routes  had  ordered  informa- 
tion to  be  given  to  the  local  supply  organs  concerning  all  consign- 
ments of  grain,  and  that  onl}^  grain  sent  by  the  local  food  supj^ly 
organs  to  similar  organs  or  army  base  magazines  should  be  ac- 
cepted for  conveyance.  In  amplification  of  the  same  order,  the  Min- 
ister of  Food  Supply  on  July  25  issued  an  order  prohibiting  alto- 
gether the  carriage  of  private  grain  by  rail  or  water,  inaugurating 
a  uniform  rule  for  the  transport  of  such  grain  only  by  order  of 
food  supply  organs  and  only  when  consigned  to  similar  organs  or 
army  magazines.  This  control  of  transport  by  the  State  food  sup- 
ply organization  might  have  been  of  far-reaching  importance  in 
establishing  an  effective  monopoly-,  if  the  transport  facilities  had 
still  been  serving  the  interests  of  private  consignors.  But,  as  we  have 
seen  in  Chaj^ter  III,  the  use  of  transport  facilities  had  been  ren- 
dered practically  impossible  for  private  consignors  long  before 
these  orders  were  issued,  so  that  all  that  the  latter  amounted  to  was 
a  mere  legalizing  and  defining  of  a  state  of  affairs  already  in  exist- 
ence. 

Regulation  of  Consumption  of  Grain  Products. 

Among  the  basic  measures  bearing  a  logical  relation  to  the  mo- 
nopoly law,  we  must  dwell  on  the  order  to  regulate  the  consumption 
of  cereal  products.  As  will  be  seen  at  greater  length  in  the  appro- 
priate chapter,  even  before  the  act  of  March  25  was  promulgated, 
the  Minister  of  Agriculture,  on  March  7,  1917,  had  addressed  an 
ordinance  to  the  mayors  of  cities  proposing  that  they  should  con- 
sider the  advisability  of  prohibiting  the  baking  of  pastry.  But  in 
its  general  form,  rationing  of  consumption  was  first  inaugurated  by 
the  order  of  the  Minister  of  Food  Supply  of  June  26,  1917,  which 
has  a  close  connection  with  the  sections  of  the  grain  monopoly  law 
determining  the  rations  of  grain  to  be  allotted  to  the  producers  for 
their  own  needs.  This  order  allows  the  local  supply  organs  a  great 
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deal  of  freedom  in  the  practical  procedure  of  the  rationing,  confin- 
ing itself  to  a  mere  laying  down  of  the  leading  principles  of  such 
rationing.  It  distinguishes  between  maximum  rations  for  the  in- 
habitants of  rural  districts  and  for  those  of  cities,  or  of  areas  of  an 
urban  character;  the  former  were  not  to  exceed  the  quotas  provided 
by  the  grain  monopoly  decree,  and  the  latter  were  to  be  limited  to 
twenty-five  Russian  pounds  of  flour  and  three  Russian  pounds  of 
grits  a  month  a  head.  For  those  employed  on  heavy  physical  labor, 
an  addition  to  the  ration  of  50  per  cent  was  allowed. 

Had  the  provision  of  such  rations  been  regarded  as  the  duty  of 
the  State,  and  the  population  as  entitled  to  them,  it  would  have  rep- 
resented an  entirely  new  principle.  But  the  order  is  careful  to  point 
out,  in  Article  9,  that  "the  fixing  of  these  rations  does  not  constitute 
an  obligation  assumed  by  the  supply  organization  to  furnish  to 
the  consumer  exactly  this  amount  of  the  product."  This  being  so, 
the  order,  together  with  the  instruction  for  its  execution  and  the 
model  instruction  for  the  organization  of  the  I'ation  card  system, 
are  not  precisel}^  component  parts  of  a  government  monopoly, 
since  they  were  to  be  applied  in  case  of  scarcity  and  had  been  ac- 
tually apphed  in  many  localities  previous  to  the  Revolution. 

Practical  Significance  of  the  Law  of  March  £5,  1917. 

Possibly  the  only  field  in  which  the  monopoly  decree  was  fol- 
lowed by  any  practical  consequences  was  the  industry  engaged  in 
the  conversion  of  cereals.  But  here  again,  in  reality,  the  extensive 
regulation  to  which  this  industry  was  subjected  did  not  arise  out 
of  the  application  of  the  monopoly,  but  was  due  to  the  fact  that  the 
monopoly  decree  had  created  a  situation  in  which  the  manufac- 
turers, or  millers,  were  legally  able  to  obtain  the  grain  they  needed 
only  from  government  supplies.  This  meant  that  the  Government 
might  furnish  grain  to  such  establishments  as  might  seem  best  fitted 
for  its  purposes,  and  that  it  could  prescribe  such  working  condi- 
tions for  these  establishments  as  would  tend  to  assure  the  most  ad- 
vantageous results.  Supplementing  the  regulation  of  the  flour  in- 
dustry provided  under  the  rules  of  March  25,  the  order  of  the  Min- 
ister of  Food  Supi)ly  issued  on  July  7  draws  some  further  logical 
conclusions.  Emphasizing  the  point  that  the  mills  can  work  only  on 
government  orders,  it  lays  down  those  principles  which  will  assure 


110 


FOOD  SUPPLY  IN  RUSSIA 


that  grain  is  milled  with  a  maximum  of  economy  for  the  Govern- 
ment. It  prescribes  that  the  selection  of  areas,  localities,  and  even 
separate  mills,  shall  be  made  in  a  manner  that  will  save  transport, 
fuel,  labor,  and  the  resources  of  the  government  supply  organiza- 
tion, to  the  utmost.  Schedules  of  supply  should  be  planned  in  such 
a  way  as  to  avoid  all  duplication  in  the  movements  of  the  grain  to 
the  mills  and  of  the  finished  product  from  the  mills  to  the  con- 
sumers. In  accordance  with  these  general  principles,  the  central 
supply  authorities  are  to  determine  the  amount  of  grain  to  be  milled 
in  any  particular  area,  and  they  shall  demand  of  the  local  supply 
authorities  the  observance  of  these  same  principles  when  trans- 
ferring the  grain  to  the  mills.  To  get  the  maximum  benefit  out  of 
individual  establishments,  these  should  be  made  to  work  at  full  ca- 
pacity, and  to  ensure  such  work,  the  mills  in  question  should  be  con- 
tracted for  at  a  definite  rate  per  pud,  or,  in  case  voluntary  agree- 
ments with  the  owners  are  not  possible,  such  mills  should  be  se- 
questrated. Establishments  that  are  chosen  for  this  work  are  to  be 
placed  under  the  control  of  the  State  supply  organization.  This  sys- 
tem of  the  so-called  "selection"  of  mills  was  dictated  exclusively  by 
interests  of  State,  and  it  was  bound  to  lead  to  a  situation  in  which 
part  of  the  millers  were  made  to  suffer  irreparable  losses  on  account 
of  the  complete  standstill  of  their  establishments,  while  others  were 
enabled  to  work  at  full  capacity.  To  obtain  a  more  equitable  allot- 
ment of  orders  and  distribution  of  benefits  to  the  millers,  the  Gov- 
ernment attempted  to  enforce  a  syndication  of  the  flour  industry, 
but  met  with  the  insuperable  opposition  of  certain  interested 
persons. 

The  Grain  Monopoly  and  the  Food  Policy  of  the 
Imperial  Government. 

It  will  thus  be  seen  that  those  elements  of  the  State  grain  mo- 
nopoly which  it  was  found  possible  to  bring  into  operation  were, 
to  all  intents  and  purposes,  directly  connected  with  the  preceding 
regulation  of  collection  and  supply.  And,  on  the  other  hand,  it 
will  be  seen  that  those  elements  which  were  especially  character- 
istic of  the  monopoly,  but  unrelated  to  the  preceding  policy,  failed. 
This  confirms,  in  a  certain  sense,  the  fundamental  correctness  of  the 
moderate  and  careful  policy  of  collection  and  supply  followed  dur- 
ing the  period  prior  to  Rittikh's  administration,  and  shows,  more- 
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over,  the  impossibility  of  taking  grain  from  the  producers  except 
by  force,  which  might  lead  to  actual  bloodshed.  From  this  the  Pro- 
visional Government  shrank,  nor  could  it  have  used  force  even  if  it 
had  so  desired.  The  result  was  that  the  grain  monopoly  was  destined 
to  remain  a  dead  letter,  a  mere  proclamation. 

The  Bolsheviks,  on  the  other  hand,  did  not  hesitate  to  follow  the 
road  of  blood  and  iron,  and  if  they  won  a  partial  success  in  the 
forcible  requisitioning  of  grain  supplies,  it  was  due  to  the  fact  that 
they  felt  no  compunction  in  provoking  civil  war  between  town  and 
country. 


CHAPTER  V 


FINANCIAL  ORGANIZATION  OF  SUPPLY 

Original  Method  of  Financing  Government  Purchases. 

So  long  as  the  purchases  of  the  Ministry  of  Agriculture  were  either 
entirely  or  almost  entirely  for  the  army,  the  problem  of  financing 
these  purchases  presented  no  serious  difficulties.  Purchasing  opera- 
tions were  carried  on  with  funds  especially  appropriated  for  this 
purpose  by  the  State  Treasury,  and  received  through  the  Army 
Supply  Department.  For  the  purchase  of  foodstuffs  for  the  sup- 
ply of  the  civilian  population,  funds  were  provided  by  the  Treasury 
at  the  special  request  of  each  separate  region,  or  else  goods  collected 
for  the  army  were  sold  directly  to  the  inhabitants,  and  the  funds 
thus  obtained  used  as  working  capital  for  further  purchasing 
operations.  By  August  1,  1916,  when  the  commissioners  met  in 
convention,  the  funds  allotted  for  purchasing  operations  had 
reached  the  following  figures:  army  purchases  in  1914,  about  350 
million  rubles;  in  1915,  656  millions;  in  1916,  50  millions.  This, 
with  some  special  appropriations,  made  a  total  of  about  1,080 
million  rubles  allotted  by  the  Army  Supply  Department  by  Au- 
gust 1,  1916.  In  addition,  about  64  million  rubles  had  been  re- 
ceived by  the  same  date  from  various  government  departments 
and  institutions  for  products  sold  to  them  (especially  those  sold  in 
Petrograd,  Finland,  and  to  various  zemstvos  and  municipalities). 
Altogether,  the  total  receipts  amounted  to  1,143.5  milhon  rubles. 

Attempt  To  Increase  Working  Capital  by  Loans. 

As  purchasing  operations  on  behalf  of  the  population  expanded, 
this  method,  which  laid  the  full  burden  of  the  operations  upon  the 
State  Treasury,  became  intolerable,  and  it  was  necessary  to  con- 
sider the  question  of  increasing  the  working  capital  without  any 
further  direct  demand  upon  the  Treasury.  The  High  Commis- 
sioner of  Grain  Purchases  proposed  that  credits  should  be  granted 
to  the  commissioners  by  the  State  Bank,  which  should  discount 
bills  drawn  by  the  commissioners,  and  that  such  credits  should  be 
granted  both  by  the  local  branches  and  granaries  of  the  State 


FINANCIAL  ORGANIZATION 


113 


Bank.  This  proposal  was  favorably  received  by  the  Council  of  the 
State  Bank,  but  it  stipulated  certain  terms  designed  to  safeguard 
the  interests  of  the  Bank  and  expressed  itself  at  the  same  time  as 
in  favor  of  a  legislative  decision  on  the  matter,  so  that  the  inaugu- 
ration of  the  scheme  had  to  be  put  off  for  some  time. 

When  a  special  commission  on  finance  was  established  under  the 
Special  Council,  by  the  deci-ee  of  October  10,  1916,  the  commission 
discussed  the  question  of  financing  the  purchasing  operations,  and 
the  result  of  these  deliberations  was  the  adoption  of  the  "leading 
principles  governing  the  grant  of  credit  to  the  High  Commissioner 
of  Grain,  Sugar,  and  Salt  Purchases  by  the  State  Bank,  for  the 
purpose  of  buying  foodstuffs  for  the  needs  of  the  population." 

These  principles  were  substantially  as  follows :  The  Commis- 
sioner is  financed  by  the  State  Bank,  which  opens  a  special  cur- 
rent account  secured  by  5  per  cent  short-term  Treasury  bills;  the 
credit  is  opened  in  the  name  of  the  Treasury  Department,  which 
grants  the  right  to  dispose  of  this  credit  to  the  High  Commis- 
sioner; the  extent  of  the  credit  shall  not  exceed  95  per  cent  of  the 
nominal  value  of  the  bills ;  the  period  within  which  the  credit  may 
be  utilized  is  limited  to  nine  months ;  the  rate  of  interest  is  deter- 
mined by  the  INIinister  of  Finance;  the  High  Commissioner  is  at 
liberty  to  distribute  the  entire  amount  of  the  credit,  or  part  of  it, 
as  he  may  see  fit,  among  various  branches  of  the  Bank,  and  he  may 
authorize  his  local  commissioners  to  make  use  of  the  respective 
shares  of  the  credit  and  to  sign  the  checks ;  the  local  commissioners, 
in  turn,  may  transfer  these  powei's  to  others;  the  debt  is  to  be  re- 
deemed at  the  place  where  the  credit  is  used. 

Having  confirmed  this  decision  of  the  commission  on  finance,  the 
Chairman  of  the  Special  Council  forwarded  it  to  the  Minister  of 
Finance,  with  the  request  that  he  should  take  steps,  if  he  approved, 
to  have  the  State  Bank  supplied  with  187,600,000  rubles'  worth 
of  short-term  Treasury  bills,  to  be  used  in  financing  the  High  Com- 
missioner's operations.  This  was  done  by  the  Minister  at  the  be- 
ginning of  February,  1917.  The  amount  represented  one-half  of 
the  working  capital  which,  according  to  the  estimates  of  the 
finance  commission,  would  be  needed  to  finance  grain  purchases 
for  the  population.  It  was  assumed  that  the  remainder  would  be 
apportioned  on  a  similar  basis  among  the  private  banks  that  had 


114 


FOOD  SUPPLY  IN  RUSSIA 


consented  to  a  credit  operation  of  this  character,  but  the  outbreak 
of  the  Revolution  frustrated  the  plan. 

The  credit  opened  by  the  State  Bank  was  intended  only  for  the 
financing  of  grain  purchases,  but,  once  started,  it  was  used  also 
for  purchases  of  sugar  and  salt.  As  a  matter  of  fact,  60  million 
rubles  of  this  sum  were  assigned  to  Centrosakhar  (Sugar  Center), 
to  be  used  in  payment  for  sugar  received  from  the  refineries,  and 
nothing  at  all  was  used  for  grain  purchases. 

Financial  Plan  of  the  Provisional  Government. 

After  the  Revolution,  when  the  grain  monopoly  was  decreed  and 
the  work  of  the  food  supply  organization  had  expanded  enor- 
mously, the  problem  of  financing  the  purchasing  operations  was  to 
receive  another  solution:  on  May  19,  1917,  the  Provisional  Gov- 
ernment, acting  upon  decisions  adopted  at  conferences  of  the 
finance  commission,  the  State  Food  Committee,  and  the  convention 
of  commissioners,  issued  a  decree  which  prescribed  the  conditions 
under  which  working  capital  should  be  furnished  to  the  Ministry 
of  Food  SujDply.  According  to  the  financial  plan  that  forms  the 
basis  of  this  decree,  the  funds  required  for  buying  grain  for  the 
army  and  the  population  were  to  be  raised  by  the  State  Bank  and 
a  consortium  of  private  bankers,  and  these  were  to  open  current 
accounts  in  the  name  of  the  Minister  of  Food  Supply,  to  be  guar- 
anteed by  5  per  cent  short-term  Treasury  bills.  Amounts  and 
terms,  interest  rates,  apportionment  of  the  total  among  the  State 
Bank  and  the  private  banks,  and  other  such  matters  were  to  be 
settled  by  agreement  between  the  Ministries  of  Finance  and  of 
Food  Supply,  and  the  banks.  This  credit  was  to  be  allotted  by  the 
Minister  of  Food  Supply  to  the  provincial  boards  in  the  shape  of 
special  current  accounts  with  the  local  branches  of  the  State  Bank 
or  the  private  banking  establishments,  or  of  the  State  Treasury. 
The  provincial  boards,  in  turn,  were  to  apportion,  wherever  neces- 
sary, the  credits  among  the  district,  municipal,  volost,  and  other 
local  purchasing  organizations.  The  liabilities  were  to  be  covered 
by  the  sums  received  in  payment  for  the  products  furnished  by  the 
Ministry  of  Food  Supply.  If  the  liabilities  sliould  not  be  settled 
by  the  time  the  accounts  were  to  be  closed,  the  balance  still  due 
was  to  be  settled  at  the  charge  of  the  State.  As  regards  orders  to 
be  executed  on  behalf  of  the  Army  Supply  Department,  the  Min- 
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istry  of  Food  Supply  was  to  inform  the  Treasury  Department, 
and  the  latter  was  to  make  the  required  payments  through  the 
State  Bank  on  account  of  the  credits  of  the  War  Department.  Set- 
tlement of  bills  for  goods  sold  to  other  institutions  or  individuals 
was  to  be  arranged  directly  by  the  Ministry  of  Food  Supply  or  the 
food  supply  boards.  Prices  were  to  include,  in  addition  to  the  fixed 
price  itself,  all  overhead  charges  and  administrative  expenses  of 
the  Ministry  and  its  local  organs,  together  with  interest  due  on  the 
special  current  accounts.  The  method  of  calculating  prices  for 
each  separate  commodity  was  to  be  prescribed  by  a  special  in- 
struction. 

The  financial  plan  here  described  was  framed  with  a  view  to  a 
wide  enlistment  of  available  funds  in  the  purchasing  operations, 
in  order  to  avoid  the  necessity  of  issuing  paper  money  for  the  pur- 
pose. But  the  magnitude  of  the  sums  required  made  this  impos- 
sible. According  to  the  estimate  of  the  Ministry,  the  total  cost  of 
the  contemplated  purchases  would  reach  8,000  to  10,000  million 
rubles,  of  which  amount  grain  purchases  alone  would  require  about 
4,000  millions.  Such  sums  no  single  bank,  of  course,  was  able  to 
raise.  It  was  therefore  necessary,  if  the  issue  of  paper  currency 
was  to  be  effectively  curbed,  to  find  a  way  by  which  the  Govern- 
ment's purchasing  operations  should  not  entail  too  large  a  demand 
for  currency  of  this  kind.  It  was  here,  especially,  that  the  problem 
arose  of  restoring  the  function  of  credit  within  the  limits  of  a  State 
monopoly  of  purchases. 

Credit  Problems  under  the  State  Regidation  of  Supply. 

The  whole  credit  question  underwent  an  interesting  evolution 
under  the  conditions  of  war-time  regulation.  In  the  early  days  of 
the  Special  Council,  though  there  was  such  a  thing  as  a  credit 
problem,  it  was  confined  to  a  question  of  granting  credits  to  the 
distributing  agencies  of  the  food  supply  organization.  Whenever 
some  center  of  consumption  happened  to  suffer  an  acute  shortage 
of  supplies,  the  Ministry  of  Agriculture  lent  from  its  own  stocks 
to  the  zemstvos,  municipalities,  cooperative  societies,  and  other 
bodies.  In  addition  to  such  supplies,  the  municipalities  and  zem- 
stvos would  receive  from  the  Special  Council  monetary  loans  to 
finance  their  food  purchases,  or  the  loans  made  to  them  by  pri- 
vate banking  institutions  might  be  guaranteed,  under  the  rules 
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approved  by  the  Council  of  Ministers  on  October  13,  1915.  Under 
these  rules,  zemstvo  and  municipal  institutions  that  found  it  im- 
possible during  the  War  to  raise  money  for  the  purchase  of  food 
and  fodder  with  a  view  to  resale  to  the  inhabitants  of  cities  and 
towns,  might  request  the  State  Treasury  through  the  Special 
Council  to  guarantee  loans  by  private  banks;  these  loans  would  be 
made  on  notes  issued  by  municipal  or  zemstvo  boards  for  terms  not 
exceeding  nine  months.  Moreover,  the  Special  Council  might  either 
itself  grant  a  loan  for  this  purpose  or  advance  funds  on  account 
of  the  expected  guaranteed  loan.  On  such  loans,  5  per  cent  interest 
was  to  be  charged;  the  loans  were  to  be  repaid  within  six  months 
after  termination  of  the  War;  in  any  case,  one-half  of  the  loan 
must  be  redeemed  within  nine  to  twelve  months  after  it  had  been  re- 
ceived. 

This  arrangement  was  extensively  used  and  was  of  material  im- 
portance so  long  as  there  was  a  market  in  which  the  food  organiza- 
tions were  able  to  find  the  products  they  needed.  But  with  the  con- 
centration of  all  purchasing  operations  in  the  hands  of  the  cen- 
tral organ  of  food  supply  and  of  its  local  branches,  cash  loans  lost 
all  meaning.  For  it  was  now  a  matter  of  transferring  certain  quan- 
tities of  goods  from  the  producing  to  the  consuming  areas  and 
calculating  the  terms  of  payment.  There  was  no  longer  any  room 
for  the  auxiliary  work  of  municipalities  and  zemstvos,  to  be  merely 
assisted  by  government  loans ;  we  are  dealing  now  with  the  finan- 
cial organization  of  supply  as  a  whole,  in  which  the  question  of 
extending  credit  to  the  distributing  agencies  or  organizations  be- 
comes solely  a  matter  of  the  most  convenient  method  of  making 
payment  for  the  commodities  received  by  them  for  distribution. 

Credit  to  Producers. 

More  complicated  and  interesting  was  the  problem  of  financing 
the  producers,  which  came  to  the  fore  when  the  Special  Council 
took  steps  with  a  view  to  the  intervention  of  the  Government  in  the 
wholesale  business.  At  first,  it  was  a  simple  matter.  The  commis- 
sioners usually  bought  their  supplies  for  cash,  being  interested 
solely  in  the  finished  article,  and  sometimes  they  paid  a  deposit, 
to  make  sure  that  they  would  receive  the  necessary  supplies.  But 
as  the  operations  of  the  Government  expanded  more  and  more  and 
the  application  of  fixed  prices  became  more  general,  there  was  a 


FINANCIAL  ORGANIZATION 


117 


radical  change  in  the  whole  system.  Once  it  was  certain  that  the 
product  must  be  handed  over  to  the  Government,  the  opportunities 
for  private  credit  disappeared  and  every  producer  looked  to  the 
Government  as  the  party  for  which  he  was  producing  his  com- 
modity. Here,  again,  there  was  neither  the  opportunity  nor  the 
necessity  for  making  sure  of  the  goods  by  a  deposit.  The  only 
thing  that  might  be  considered  under  such  conditions  would  be 
the  payment  of  advances,  the  extension  of  credit  to  the  producer. 
The  mutual  relations  of  producer  and  government  under  these 
conditions  may  be  best  seen  in  the  case  of  the  sugar  industry. 

Loans  to  Sugar  Mamifacturers. 

From  the  moment  the  sugar  producers  lost  the  right  to  dispose 
freely  of  their  output,  they  found  themselves  cut  off  from  their 
principal  source  of  credit  and  working  capital.  They  were  obliged 
to  keejj  the  sugar  at  their  refineries  pending  the  receipt  of  orders 
from  Centrosakhar,  after  which  they  were  paid  in  cash  against 
their  bill  of  lading.  It  was  natural,  therefore,  for  the  refineries  to 
seek  credit  on  the  security  of  their  goods  from  the  State  Bank; 
and,  while  the  latter  favored  the  idea,  it  was  complicated  by  the 
proposal  that  sugar  in  transit,  consigned  to  the  commissioners, 
should  also  be  accepted  as  security.  To  carry  out  such  a  plan,  a 
rule  would  be  required  that  sugar  consigned  to  a  definitely  named 
consignee  should  not  be  delivered  to  him  unless  he  presented  the 
bill  of  lading,  which  would  serve  as  security  for  the  loan.  The  mat- 
ter was  submitted  to  the  Special  Council  on  Transport,  but  the 
latter  declined  to  act,  maintaining  that  it  was  a  matter  that  should 
be  settled  by  legislation.  There  was,  therefore,  a  decision  in  favor 
of  the  grant  of  credits  only  as  regards  sugar  in  store,  and  it  was 
passed  in  August,  1916,  by  the  board  of  directors  of  the  State 
Bank  on  the  following  basis. 

Loans  are  granted  on  sugar  (granulated  and  lump)  in  amounts 
not  exceeding  the  actual  needs  of  the  factory  for  working  capital, 
and  not  beyond  75  per  cent  of  the  fixed  price  value  of  the  sugar 
(less  unpaid  taxes),  for  not  more  than  three  months,  renewable  for 
another  three  months,  at  7  per  cent  interest.  In  making  the  loan, 
the  Bank  receives  a  written  undertaking  from  the  borrower  to  re- 
port the  loan  to  Centrosakhar,  to  enable  the  latter  to  withhold  the 
amount  of  the  loan,  together  with  interest  and  other  items,  from 
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the  sums  due  to  the  refiner  for  his  products.  Before  placing  an 
order  for  sugar,  Ccntrosakhar  pays  the  Bank  the  amount  required 
and  the  sugar  held  as  a  security  is  released. 

This  arrangement,  however,  offered  no  satisfactory  solution  of 
the  problem  of  financing  the  sugar  industry.  In  the  same  month 
of  August,  1916,  a  conference  of  Centrosakhar  emphasized  the 
need  of  enabhng  sugar  refiners  to  borrow  money  from  private 
banks  as  well  as  from  the  State  Bank,  on  the  terms  previously  de- 
scribed. The  conference  also  desired  that  Centrosakhar  should  un- 
dertake the  guarantee  of  loans  obtained  by  the  sugar  manufac- 
turers. Since  all  accounts  with  the  refineries  were  concentrated  in 
the  control  of  Centrosakhar,  the  procedure  would  be  easy.  All  that 
would  be  required  would  be  that  Centrosakhar,  in  its  capacity  of 
exclusive  paymaster  to  the  refiners,  should  be  empowered  to  issue, 
at  the  joint  request  of  the  refiner  and  the  private  bank,  a  certifi- 
cate to  the  bank,  stating  that  a  certain  portion  of  the  payments 
due  the  refiner  for  his  sugar  would  be  paid  by  Centrosakhar  to  that 
bank  to  cover  the  loan  granted  by  it  to  the  refiner.  Authority  was 
granted  accordingly  to  Centrosakhar  by  the  Chairman  of  the  Spe- 
cial Council,  and  it  was  also  empowered  to  issue  certificates  show- 
ing payments  of  any  other  amounts  due  to  the  factory,  in  addi- 
tion to  those  named  above,  with  the  exception  of  sums  attached  to 
meet  the  claims  of  the  refiner's  creditors. 

Loans  to  Producers  under  the  Provisional  Government. 

Under  the  Provisional  Government  the  problem  of  financing  the 
producers  acquired  a  new  importance.  We  have  seen  the  enormous 
extension  of  the  purchasing  operations  of  the  Government.  Under 
the  credit  arrangement,  it  was  impossible  for  the  Government  to 
obtain  the  funds  required  for  these  vast  operations,  even  with  a 
stabilized  currency.  To  avoid  an  overissue  of  paper  currency,  it 
was  necessary  that  credit  should  be  restored  in  the  very  process 
of  the  circulation  of  the  goods,  so  as  to  bring  the  moment  of  pay- 
ment for  the  goods  as  close  as  possible  to  that  of  their  actual  re- 
ceipt for  distribution,  preferably  to  have  them  coincide.  It  was  no 
longer  a  question  of  assisting  the  producers,  but  of  the  very  prin- 
ciple of  financing  the  purchases.  The  problem  of  financing  might 
be  solved  if  it  were  possible  to  let  the  producer  have  payment  cer- 
tificates subject  to  discount  and  negotiable;  in  this  case  actual 
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payment  would  be  made  only  after  the  consumer  had  paid  for 
goods  delivered  to  him.  It  would  be  to  the  producer's  interest  to 
obtain  such  a  certificate  as  early  as  possible,  regardless  of  whether 
the  goods  had  already  been  delivered  or  not,  since,  with  the  Gov- 
ernment as  the  only  purchaser  left,  all  commercial  and  merchan- 
dise credits  were  eliminated,  so  that  the  jJi'oblcm  of  finding  suffi- 
cient working  capital  became  very  serious.  In  this  sense  these  cer- 
tificates were  of  great  help  to  the  refiners.  But  they  proved  even 
more  of  a  relief  to  the  State  Treasury. 

Rules  of  June  17,  1917. 

The  rules  o'cvernine  the  issue  of  such  certificates  were  laid  down 
in  the  decree  of  the  Provisional  Government  of  June  17,  1917. 
These  rules  were,  in  the  main,  as  follows :  Tlio  IMinister  of  Food 
Supply,  and  the  food  supply  organs  authorized  by  him,  might 
issue  to  persons  to  whom  money  was  due  for  work  in  connection 
with  the  operations  of  food  supply,  after  they  had  made  deliveries 
or  otherwise  complied  with  the  obligations  imposed  upon  them  by 
the  law,  special  certificates  capable  of  being  either  ceded  to  other 
persons  or  given  as  security  to  persons  or  institutions  that  might 
finance  their  operations.  To  the  State  Bank  and  private  banking 
concerns  operating  under  government  charters  authority  was 
granted,  in  spite  of  any  charter  provision  to  the  contrary,  to  open 
credits  and  lend  money  on  the  security  of  these  certificates.  The 
transaction  could  be  effected  either  through  cession  of  the  certifi- 
cates by  endorsement  or  by  special  deed.  Every  such  transfer  of 
certificates  had  to  be  reported  not  later  than  the  day  following  to 
the  food  supply  organization  issuing  the  certificates,  as  well  as  to 
that  making  the  payment.  Banks  granting  loans  or  credits  on  the 
security  of  such  certificates  had  the  right  to  a  preferential  and 
direct  satisfaction  of  their  claims,  within  the  limits  of  the  credit 
or  loan.  All  payments  made  had  to  be  noted  on  the  cei'tificates. 

The  object  of  these  certificates,  as  has  been  already  stated,  was 
to  enable  the  holders  to  raise  the  necessary  working  ca])ital  for 
their  business ;  but  at  the  same  time  they  also  relieved  the  Govern- 
ment from  the  necessity  of  drawing  money  from  the  State  Treas- 
ury for  this  purpose.  This  was  clearly  to  be  inferred  from  the 
regulations  concerning  advance  payments  on  the  grain  crops,  is- 
sued on  June  24,  1917,  where  it  was  stated  that  "Advances  shall 
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be  paid  only  in  case  the  owners  of  the  crops  are  unable  to  obtain 
private  credit,  and  in  particular  credit  on  the  certificates  issued  by 
the  food  supply  organization.'"^ 

Decree  of  June  29,  1917. 

This  system  of  financing  by  anticipating — through  the  use  of 
credit — the  payments  expected  from  the  Government  was  more 
clearly  expressed,  in  the  case  of  the  sugar  monopoly,  by  the  decree 
of  the  Provisional  Government  issued  on  June  29,  on  the  financing 
of  the  sugar  industry.  The  problem  of  furnishing  working  capital 
to  the  sugar  industry,  for  the  cultivation  of  the  beet  and  the  har- 
vesting of  the  crop  of  1917,  was  loft  to  Centrosakhar,  which  was 
to  resort  to  any  one  of  the  following  methods  of  financing,  ac- 
cording to  the  specific  requirements  of  each  case.  Under  the  first 
of  these  methods,  Centrosakhar  might  issue  to  the  sugar  producers 
the  certificates  provided  for  by  the  decree  of  June  17.  In  this  case 
it  was  especially  provided  that  persons  or  institutions  opening 
credits  to  the  producers  on  the  security  of  these  certificates  should 
have  their  claims  satisfied  out  of  the  proceeds  of  sales  of  sugar  of 
the  same  year.  Under  the  second  method,  Centrosakhar  was  au- 
thorized to  guarantee  loans  granted  to  sugar  producers  for  the 
purpose  of  planting  beet  in  1917,  either  by  an  ordinary  or  by  a 
time-limited  guarantee.  Under  the  third  method,  Centrosakhar 
could  lend  money  directly  to  owners  or  lessees  of  sugar  refineries. 
But  these  loans  would  not  be  from  the  funds  of  the  State  Treasury, 
but  short-term  loans  by  the  State  Bank  and  private  banking  con- 
cerns, contracted  by  Centrosakhar  either  in  the  form  of  special 
current  accounts  secured  by  notes  issued  by  the  proprietors  or 
lessees  of  the  sugar  refineries  and  the  owners  of  the  sugar  planta- 
tions to  Centrosakhar  and  furnished  with  its  endorsements,  or  by 
the  discount  of  such  notes. 

Amounts  and  terms  of  such  credits,  their  apportionment  among 
the  State  Bank  and  other  financial  institutions,  rates  of  interest, 
and  other  terms  and  conditions  of  the  use  of  the  credits  were  to 
be  settled  by  mutual  agreement  between  the  Ministers  of  Food 
Supply  and  Finance,  on  the  one  hand,  and  the  interested  banks, 
on  the  other.  The  debts  incurred  against  these  credits  were  to  be 
covered  by  the  sums  retained  by  Centrosakhar  from  the  amounts 

^  Decree  of  Provisional  Government  of  June  17,  1917. 
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due  to  the  refiners  for  goods  consigned  on  Centrosakhars  orders. 
Should  the  debts  not  be  settled,  by  the  time  the  credit  was  closed, 
by  the  signers  and  endorsers  of  the  notes,  the  outstanding  debt  was 
to  be  made  good  out  of  funds  of  the  State  Treasury.  To  safeguard 
the  interests  of  the  Government,  Centrosakhar  was  entitled  to  at- 
tach immovable  property  belonging  to  refiners  and  planters.  In 
claiming  sums  due  to  it  on  unpaid  notes  and  guarantees,  Centro- 
sakhar had  preferential  rights  over  all  other  creditors  to  the  prop- 
erty of  the  signers  and  endorsei-s  of  the  notes.  The  terms  of  loans 
to  be  granted  by  Centrosakhar  were  to  be  determined  by  mutual 
agreement  between  the  Ministers  of  Food  Supply  and  Finance. 
In  any  case,  the  amount  of  the  loans  had  to  be  in  conformity  with 
existing  sugar  prices.  The  officers  of  the  revenue  service  were  re- 
quired to  exercise  supervision  over  the  proper  employment  of  the 
loans. 

General  Character  of  the  Financial  Measures 
of  the  Provisional  Government. 

The  rules  and  regulations  outlined  above  are  of  interest  in  that 
they  were  expected  to  relieve  the  Government  of  all  expenditure  up 
to  the  moment  when  payment  would  be  received  for  the  sugar 
which  it  took  over  for  distribution  among  the  consumers ;  that  is, 
theoretically  speaking,  sugar  for  which  payment  could  be  obtained 
from  the  consumers  in  the  shortest  time  possible.  If  these  rules 
were  applied,  the  sugar  monopoly  would  involve  the  Government 
in  expenditure  only  in  respect  of  the  c^irrent  consumption,  and  not 
of  the  entire  supply  to  be  prepared.  The  fui'ther  development  of 
the  system  of  payment  by  anticipation  would  then  create  condi- 
tions under  which  the  mutual  settlement  among  those  engaged  in 
the  process  of  production  in  one  way  or  another,  by  the  discount- 
ing of  temporary  certificates,  would  finally  assume  the  form  of 
actual  cash  payment  only  at  the  moment  when  the  consumer  would 
pay  for  the  goods.  Under  such  conditions  it  might  be  possible, 
theoretically  speaking,  to  conduct  gigantic  operations  for  supply- 
ing the  nation  with  commodities  without  printing  money.  Without 
this  final  link  in  the  chain,  the  whole  system  of  financing  would  be- 
come inefl^ective,  for,  as  has  been  said  before,  it  would  be  impossible 
to  provide  out  of  credits  the  thousands  of  millions  of  rubles  that 
would  be  required  to  pay  for  the  purchases.  As  for  printing  cur- 
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rency  notes  for  such  a  purpose,  it  would  mean  that  the  very  foun- 
dations of  the  whole  system  were  being  undermined,  since  the 
stability  of  currency  was  assumed  as  this  foundation.  With  the 
disastrous  inflation  of  the  currency,  due  to  the  unlimited  output  of 
the  printing  press,  all  attempts  to  find  a  foothold  and  support  for 
the  credit  operations  of  the  food  supply  organization  were  in- 
evitably doomed  to  failure.  The  result  was  that  this  whole  in- 
genious scheme  remained  on  paper  only,  and  the  sole  source  of 
money  for  the  food-purchasing  operations  remained,  after  all,  the 
printing  press. 

But  in  sjoite  of  the  fact  that  the  whole  gigantic  supply  organi- 
zation created  by  the  Provisional  Government,  intended  to  cover 
the  whole  supply  of  the  nation,  rested  solely  upon  the  issue  of 
paper  currency,  which  was  steadily  depreciating,  the  entire  State 
supply  business,  as  well  as  all  economic  transactions  in  general, 
continued  on  a  cash  basis.  Competitive  prices  kept  rising  continu- 
ously, and  the  Government  was  forced  to  increase  the  fixed  prices; 
but  still,  as  a  general  rule,  all  business  was  done  in  the  official  cur- 
rency. The  idea  of  barter  was  slow  in  making  headway,  and  the 
Government  itself  did  not  resort  to  this  system  at  all.  The  Provi- 
sional Government  was  not  in  favor  of  bartering  the  enormous 
amounts  of  goods  that  had  come  into  its  possession  for  the  food- 
stuffs it  required  for  the  army  and  the  needy  localities.  Systemati- 
cally extending  government  regulation  further  and  further,  it 
tried  to  supply  the  producer  with  all  his  necessaries,  and  to  take 
his  food  surplus  from  him.  This  was  only  a  development  of  the 
plan  that  had  already  been  adopted  previous  to  the  advent  of  the 
Provisional  Government;  but  the  latter  did  not  always  realize  that 
it  was  now  a  question  of  turning  the  State  into  a  unified,  sys- 
tematically managed  economic  whole,  in  other  words,  a  question 
of  a  Socialist  program.  The  various  measures  that  had  been  ap- 
plied to  industry  and  converged  upon  a  single  focal  point  had 
turned  the  State,  which  had  at  first  regulated  only  private  busi- 
ness, into  the  employer  producing  all  kinds  of  commodities  and 
supplying  what  they  needed  to  all  persons  engaged  in  this  gigan- 
tic State-organized  production.  Under  such  conditions,  there  was 
no  longer  any  room  left  for  a  financial  problem,  which  now  became 
a  problem  of  the  distribution  of  necessaries  among  all  those  en- 
gaged at  every  stage  of  production  and  consumption. 


CHAPTER  VI 


ORGANIZATION  OF  CONTROL  OF  FOOD  RESOURCES 
AND  DRAFTING  OF  FOOD  SUPPLY  SCHEDULE 

Need  of  Reliable  Statistical  Data  and  the  First  Inquiries 
into  the  Conditions  of  Food  Supply. 

The  realization  that  the  food  supply  of  the  army  should  be  based 
upon  a  well-defined  policy  had  been  responsible  for  the  creation  of 
the  Special  Council  on  Food  Supply.  It  also  brought  out  the  ne- 
cessity of  collecting  reliable  statistics  on  the  food  situation 
throughout  the  empire.  At  one  of  its  first  meetings,  on  September 
5,  1915,  the  Special  Council  instructed  the  secretariat  to  organize 
special  statistico-economic  surveys.  It  appeared  in  the  course  of 
the  work  of  the  Council  that  it  would  require  a  great  deal  of  sta- 
tistical material,  showing  the  population  and  live  stock  figures  for 
the  several  administrative  divisions  of  the  country,  the  cultivated 
areas  and  stocks  of  the  principal  foodstuffs,  the  prices,  require- 
ments, and  surpluses  in  each  particular  area.  Approximate  figures 
based  upon  calculations  of  averages  of  a  remote  period  were  use- 
less ;  accurate  data  showing  the  existing  conditions  were  now  re- 
quired. 

Serving  as  the  prototype  for  a  series  of  subsequent  surveys,  the 
first  took  the  form  of  questions  addressed  to  the  municipalities  and 
zemstvos,  concerning  the  state  of  their  food  supply  on  October  1, 
1915.  This  questionnaire  required  information  with  regard  to  the 
population  and  changes  caused  in  its  distribution  by  the  War; 
quotas,  areas,  and  routes  of  the  food  supply,  and  stocks  on  hand; 
deficiency  of  commodities ;  causes  of  such  shortage,  and  period 
when  it  began ;  movements  of  prices ;  and  purchasing  operations 
of  the  municipalities  and  zemstvos  in  articles  of  prime  necessity. 
This  inquiry  was  answered  by  a  considerable  number  of  munici- 
palities and  zemstvos.  It  thus  became  possible  to  make  a  careful 
summary  of  the  mass  of  data  supplied,  to  obtain  a  fair  view  of  the 
food  situation  in  large  sections  of  the  country,  and  to  have  some 
solid  points  on  which  to  base  the  immediate  plans  for  the  supply 
of  food  to  those  provinces  which  were  suffering  from  a  shortage 
and  required  help  from  other  sections  of  the  country. 


124) 


FOOD  SUPPLY  IN  RUSSIA 


As  an  example  of  a  somewhat  different  kind  of  statistical  under- 
taking, we  have  the  surveys  of  the  amounts  and  routes  of  food 
consignments,  necessary  for  the  inauguration  of  the  monthly 
freight  schedules.  In  accordance  with  a  decision  of  the  Special 
Council  and  the  desire  of  the  Council  of  Ministers,  the  secretariat 
of  the  Special  Council  addressed  about  the  middle  of  November, 

1915,  to  the  cities  which  acted  as  distribution  points  for  products 
from  other  sections,  a  telegraphic  request  for  information  on  their 
expected  food  traffic  for  December  and  January.  The  answers  re- 
ceived were  tabulated  without  delay  and  published  in  three  vol- 
umes. In  conformity  with  the  decision  to  confine  the  schedule  at 
first  to  twenty-two  northern  provinces,  the  first  two  volumes  refer 
to  these  provinces,  while  the  third  deals  with  the  rest. 

About  the  middle  of  December,  1915,  a  second  inquiry  into 
consignments  was  made,  to  obtain  data  for  February  and  March, 

1916.  This  was  addressed  to  all  commissioners,  municipalities, 
and  zemstvos,  and  requested  information,  as  regards  the  prin- 
cipal foodstuffs,  concerning  the  amount  of  the  scheduled  consign- 
ments and  the  routes  by  which  they  were  dispatched.  The  inquiries 
were  addressed  to  these  three  different  institutions  for  the  pur- 
pose of  gathering  such  complete  information  as  was  obtainable 
only  by  comparing  the  replies  of  the  municipalities  with  those  of 
the  zemstvos  and  verifying  them  by  the  commissioners.  These 
methods  of  statistical  work  adopted  in  the  preparation  of  the  rail- 
way schedules  were  used  also  with  respect  to  water  routes,  in  an- 
ticipation of  the  coming  navigation  season.  As  early  as  October 
31,  1915,  the  Special  Council  instructed  the  secretariat  to  draw 
up  a  schedule  of  water  transport,  in  order  to  relieve  the  railways 
as  much  as  possible.  On  the  model  of  the  inquiries  above  referred 
to,  questionnaires  were  sent  out  to  commissioners  in  areas  which 
were  either  receiving  or  sending  food  supplies  by  water.  The  com- 
missioners in  the  receiving  areas  were  requested  to  furnish  infor- 
mation regarding  the  amount  of  freight  they  expected,  the  sta- 
tions of  loading,  the  stations  of  trans-shipment  by  rail  and  horse, 
and  the  final  destinations.  The  commissioners  in  the  dispatching 
areas,  again,  were  asked  for  information  concerning  the  quanti- 
ties of  foodstuffs  stored  at  ports,  loaded  in  the  vessels  for  transport 
by  first  trip,  and  dehveries  expected  in  the  immediate  future.  In 
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this  manner  was  gathered  the  information  which  formed  the  basis 
of  the  "water"  schedule  for  the  navigation  season  of  1916. 

Grain  Surplus  in  Each  Province  Considered  Separately. 

However,  in  order  to  make  the  supply  schedules  more  or  less 
stable,  some  other  and  more  fundamental  work  had  first  to  be  done. 
It  was  essential  to  have  the  figures,  requirements,  and  stocks  for 
each  separate  province,  taking  into  proper  account  its  general 
economic  condition.  This  work  was  accomplished  by  the  secreta- 
riat. On  the  basis  of  statistics  for  the  four-year  period  1908—1911, 
regarding  population,  production,  transport,  and  customs,  the 
surplus  was  arrived  at  for  each  province  separately.  This  enabled 
the  authorities  to  determine  the  actual  situation  in  each  province, 
and  to  establish  the  proper  per  capita  ration  of  consumption.  In 
addition  to  this  work,  the  mutual  dependence  of  the  several  prov- 
inces was  studied,  that  is,  it  was  determined,  on  the  basis  of  rail- 
way statistics  for  1913,  which  stations  in  a  given  province  received 
and  dispatched  foodstuffs  (amounts  and  kinds  being  indicated)  to 
the  stations  in  each  of  the  other  provinces.  As  a  result  of  all  this 
work,  there  were  now  available  really  accurate  figures  on  produc- 
tion, consumption,  transport,  and  the  routes  in  ordinary  use  for 
consignments  from  one  province  to  another. 

For  the  practical  work  of  drawing  up  supply  and  freight 
schedules,  these  materials  were  to  prove  of  vast  importance,  as 
they  afforded  a  reliable  picture  of  normal  food  movements  in 
Russia,  undisturbed  by  the  conditions  of  war-time. 

Connected  with  these  surveys,  in  which  use  had  been  made  also 
of  the  materials  of  the  Central  Statistical  Committee  showing  the 
cultivated  areas  and  grain  crops,  were  two  further  investigations: 
into  the  production  and  consumption,  and  into  the  transport  of 
the  four  principal  kinds  of  grain.  Methods  were  similar  in  both 
surveys,  the  only  difference  being  that  one  furnished  the  averages 
for  1908-1911,  while  the  other  gave  the  facts  for  1909-1913. 

The  results  of  all  these  inquiries  were  data,  per  head  of  popula- 
tion, on  the  average  areas  of  cultivation,  the  crops,  consumption, 
shortage  or  surplus,  and  shipments  and  receipts  of  the  four  prin- 
cipal kinds  of  grain  for  each  province. 

Similar  provincial  surveys  were  made  for  sugar  and  salt,  as  a 
really  workable  policy  of  supply  in  these  articles  could  never  be 
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arrived  at  except  on  the  basis  of  accurate  statistics.  An  inquiry 
was  likewise  made  into  the  production,  consumption,  and  trans- 
port of  butter,  when  the  problem  of  fats  for  the  army  became 
acute. 

But  in  addition  to  these  surveys  of  normal  production  and  dis- 
tribution of  foodstuffs,  figures  had  to  be  obtained  respecting  the 
present  situation.  Just  as  the  inquiry  among  the  municipalities 
had  shown  the  current  needs  of  the  urban  centers,  so  the  inventory 
of  commercial  food  supplies  on  January  15,  1916,  was  to  show  the 
stocks  available  for  the  immediate  satisfaction  of  current  require- 
ments. It  was  proposed  to  make  such  inventories  periodically,  so 
as  to  keep  account  of  changes  in  the  stocks  of  supplies. 

Preparations  for  the  All-Russian  Agricultural  Census. 

If  we  add  to  this  that  the  food  supply  authorities  were  at  work 
indejDendently  collecting  information  on  the  expected  crops,  it  will 
exhaust  the  list  of  the  most  important  statistical  investigations 
undertaken  during  the  first  year  of  the  food  campaign.  At  the 
same  time  much  important  statistical  work  was  planned  for  the 
future,  which  was  to  be  both  thoroughgoing  and  prompt.  The 
Outline  (Obzor)  of  the  work  of  the  Special  Council  for  the  first 
six  months  thus  defines  the  scope  of  the  proposed  census: 

Among  the  new  surveys,  first  rank  is  accorded  to  the  census  of 
basic  economic  phenomena.  The  Special  Council  recognizes  the  ne- 
cessity of  such  surveys,  and  it  has  instructed  the  secretariat  to  or- 
ganize, with  the  aid  of  the  zemstvos,  of  the  local  commissioners  of  the 
Chairman  of  the  Special  Council  on  Food  Supply,  of  the  local  authori- 
ties, and  of  the  veterinary  officers,  a  census  of  live  stock  throughout 
the  empire.  The  secretariat  has  already  commenced  the  preparatory 
work  of  the  cattle  census.  The  problem  of  a  census  of  the  popula- 
tion, areas  of  cultivation,  and  stocks  of  food  in  possession  of  the  in- 
habitants, has  been  submitted  hj  the  Special  Council  to  its  statistical 
sub-committee  for  preliminary  examination.  There  can  be  no  doubt 
that  even  after  the  completion  of  so  important  a  task  as  a  census 
of  the  population,  live  stock,  areas  of  cultivation,  and  stocks  on  hand, 
the  secretariat  of  the  Special  Council  on  Food  Supply  will  be  con- 
fronted with  the  necessity  for  a  number  of  investigations  into  some 
very  complex  economic  phenomena,  a  knowledge  of  which  is  indis- 
pensable to  a  proper  direction  of  food  supply  policy,  which  cannot 
be  kept  separate  from  economic  policy  in  general. 
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The  actual  facts  fully  supported  the  above  statement  in  the  Out- 
line. The  statistical  investigation  carried  out  by  the  food  supply 
authorities  surpassed  anything  that  had  ever  been  attempted  in 
Russia  along  such  lines. 

Organization  of  the  Agricultural  Census. 

We  have  seen  that  the  Outline  insisted  upon  a  census  of  basic 
economic  phenomena,  without  which  the  whole  policy  of  the  food 
supply  would  lack  firm  ground.  To  decide  precisely  which  of  these 
phenomena  ought  to  be  surveyed  and  how  the  census  should  be  or- 
ganized in  a  technical  sense,  the  Special  Council  created  a  statistical 
commission. 

After  careful  inquiry  and  study,  the  statistical  commission,  which 
included  in  its  membership  representatives  of  the  statistical  and 
economic  sciences  (among  them  Professor  Struve  and  Professor 
Kaufmann),  representatives  of  state,  city,  and  zemstvo  statistical 
departments,  together  with  the  representatives  of  the  statistical  divi- 
sion of  the  secretariat  of  the  Special  Council  on  Food  Suppl}-,  de- 
cided upon  the  fundamental  features  of  the  census,  both  as  regards 
its  objects  and  methods,  and  drafted  the  most  important  forms,  nine 
in  number. 

On  April  3,  1916,  the  Minister  of  Agriculture  issued  an  order 
for  the  commencement  of  the  All-Russian  Agricultural  Census.  Ac- 
cording to  this  order,  the  census  was  to  be  taken  throughout  the 
emjiire,  with  the  exception  of  Finland,  and  it  was  to  be  confined  to 
the  rural  localities ;  it  was  to  record  the  labor  power  of  the  farming 
population,  the  hve  stock,  areas  of  cultivation,  and  stocks  of  the 
principal  food  and  forage  supplies,  and  it  was  to  be  carried  out  in 
conformity  with  a  single  program,  or  plan,  which  was  obligatory 
for  every  section  of  the  country.  This  order  also  prescribed  the 
dates  for  starting  and  completing  the  enumeration,  and  the  organi- 
zation that  was  to  undertake  it.  The  enumeration  was  to  be  com- 
pleted everywhere  not  later  than  July  15,  and  the  food  campaign 
of  1916—1917  was  to  be  based  upon  the  data  furnished  by  it. 

It  is  not  our  purpose  to  discuss  here  the  problems  connected  with 
the  practical  execution  of  this  gigantic  task.  Its  magnitude  will  be- 
come obvious  when  we  consider  that  there  were  enumerated 
15,645,508  agricultural  establishments  (of  which  15,535,351  were 
peasant  farms),  with  an  area  of  71,709,693  deciatines  under 
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crops,  and  scores  of  millions  of  heads  of  cattle  (23,154,517  horses, 
38,064,784  heads  of  large  horned  cattle,  and  79,022,976  sheep, 
goats,  and  hogs).  The  tabulation  and  further  elaboration  of  the 
data  of  the  census  went  far  be3'ond  the  immediate  objects  for  which 
it  was  taken,  and  the  result  was  that  the  census  revealed  every 
aspect  of  the  agriculture  of  the  empire.  As  for  the  importance  of 
the  census  to  the  food  supply,  it  is  impossible  to  exaggerate  it, 
since  it  enabled  the  Government,  in  the  first  place,  to  convince 
itself  definitely  of  the  inexhaustible  productive  resources  of  the 
nation.^  Moreover,  the  accurate  knowledge  derived  from  the 
census  of  the  places  and  methods  of  distribution  of  the  basic  food 
resources  afforded  an  effective  means  of  shaping  the  policy  of  the 
food  supply  at  any  particular  moment. 

Census  of  the  Flour  Industry. 

The  All-Russian  Agricultural  Census  was  undoubtedly  the 
most  imjDortant,  but  by  no  means  the  only,  statistical  investiga- 
tion carried  out  by  the  food  supply  authorities.  The  further  ex- 
tension of  the  principle  of  State  regulation  of  the  national  econ- 
omy, going  hand  in  hand  with  the  difficulties  experienced  by  the 
country  under  war  conditions,  made  it  necessary  to  extend  sta- 
tistical surveys  to  an  ever  increasing  number  of  phenomena.  The 
statistical  investigations  began  with  practical,  concrete  problems, 
and  retained  this  character  for  a  considerable  time;  but  at  last, 
there  was  an  exhaustive  survey,  taking  the  form  of  a  general 
census.  When  the  measures  for  the  regulation  of  the  flour  in- 

The  following  conclusion  was  arrived  at  by  the  author  of  the  article  en- 
titled "Preliminary  Results  of  the  All-Russian  Agricultural  Census,"  ap- 
pearing in  the  Izvestia  Osobago  Soveshchanya,  No.  29,  November,  1916, 
p.  59: 

"Tlie  agricultural  census  has  thus  shown  that  the  cultivated  area  in  1916 
exceeds  by  about  50  per  cent  the  area  needed  to  satisfy  the  wants  of  the 
population  of  Russia.  This  proves  that  there  are  in  the  country  considerable 
stocks  of  grain  in  excess  of  the  amounts  required  for  the  supply  of  the  army 
and  the  population.  And  as  the  years  1913,  1914,  1916,  and  1916  were,  on  the 
whole,  good  liarvest  years,  these  reserve  stocks  were  accumulated  from  the 
surpluses  of  several  years.  Russia  thus  has  sufficient  resources  of  grain  to  be 
able  to  look  at  the  future  with  calm  confidence.  Russia's  cereal  wealth,  under 
any  condition,  assures  the  food  supply  of  the  population  for  a  long  time  to 
come  and,  in  case  of  necessity,  some  of  it  may  even  be  exported  to  friendly 
nations." 
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dustrv  were  being  ])roposed,  attention  was  necessarily  drawn  to 
the  ])ractical  obstacles  that  the  industry  had  to  contend  with, 
and  this  it  was  that  induced  the  central  authorities  to  investigate 
the  industry  thoroughly.  On  INIarch  !^7,  1916,  a  telegraphic  ques- 
tionnaire was  sent  to  commissioners  in  nineteen  })rovinces,  where 
the  flour  industry  was  most  developed.  This  inquiry  was  intended 
to  elucidate  the  causes  and  extent  of  the  difficulties  which  the 
mills  had  been  experiencing  in  recent  months,  and  which  liad 
stopped  or  reduced  their  work.  In  the  case  of  those  mills  which 
were  still  at  work,  information  was  to  be  furnished  regarding  the 
supplies  of  grain  on  hand,  stocks  of  fuel,  the  supplies  of  such  ar- 
ticles to  be  obtained  locally,  the  demand  for  them,  the  places 
where  the  grain  and  fuel  which  had  been  bought  by  the  mills,  but 
not  yet  delivered  to  them,  were  located,  and  the  amounts  of  such 
sujjplies.  The  replies  of  tlie  coumiissioners  were  received  in  the 
beginning  of  April,  showing  the  actual  state  of  affairs  in  the 
flour  industry  and  preparing  the  way  for  those  various  measures 
wliich  resulted  in  the  establishment  of  the  Central  Flour  Bureau. 

The  statistical  survey  of  the  flour  industry  was  a  direct  duty 
of  the  Central  Flour  Bureau,  as  was  expressly  stated  in  the  decree 
of  June  30,  1916: 

The  Central  Flour  Bureau  is  charged  with  the  duty  of  establisliing 
a  method  whereby  may  be  okicidatod  all  tlie  facts  illustrating  the 
situation  of  the  flour  industry,  but  in  particular  the  supplies  of  grain, 
fuel,  and  sacks,  the  progress  of  production,  and  the  grain,  fuel,  and 
sacks  required. 

Within  one  week  after  the  promulgation  of  this  decree,  namely, 
on  July  7,  an  order  was  issued  that  an  AU-Russian  census  of 
flour  mills  should  be  taken.  The  object  of  this  census  was  to  ascer- 
tain the  "best  means  of  provisioning  the  army  and  the  population 
with  flour,  and  the  mills  with  grain  and  other  necessary  mate- 
rials, and  to  obtain  an  exact  and  thorough  elucidation  of  the 
state  of  tlie  flour  industry."  The  census  was  to  be  taken  by  means 
of  questionnaires  which  were  sent,  together  with  proper  instruc- 
tions for  answering  them,  by  the  local  food  sup])ly  organs  to  each 
se])arate  mill.  The  forms  were  sent  to  all  mills  subject  to  the  tax 
on  commerce  and  industry  and  registered  at  the  local  Treasury 
boards.  Answers  must  be  obtained  by  all  means  from  important 
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concerns,  that  is,  mills  included  in  the  first  six  categories  of  the 
tax  on  commerce  and  industry;  answers  from  the  remaining  two 
classes,  while  very  desirable,  were  not  considered  indispensable. 
Filled-in  questionnaires  were  to  be  returned  to  the  local  food 
supply  organs  within  ten  days  of  the  receipt  of  the  forms  by  the 
millers.  The  local  organs  were  to  arrange,  wherever  practicable, 
for  the  collection  of  the  answers  by  special  agents.  In  cases  of 
doubt  regarding  the  correctness  of  the  information,  the  local  organs 
were  empowered  to  inspect  the  mills,  examine  their  books  and  docu- 
ments, check  all  supplies,  and  insist  generally  upon  all  the  neces- 
sary information  being  furnished.  Before  sending  out  the  ques- 
tionnaires to  the  millers,  the  commissioners  were  to  write  to  them, 
explaining  the  powers  of  the  authorities  and  the  duties  of  the  mil- 
lers, as  regards  the  census ;  the  text  of  these  letters  was  to  be  drafted 
at  headquarters  and  sent  to  the  commissioners  together  with  the 
questionnaires. 

The  questionnaires  covered  every  important  aspect  of  the  in- 
dustry. The  text  was  prepared  by  the  technical  commission  of  the 
Central  Flour  Bureau  and  duly  examined  and  discussed  by  the 
statistical  commission  of  the  Special  Council.  In  order  that  the 
many  different  aspects  of  the  flour  business  might  be  covered  and 
careful  consideration  given  to  the  various  purposes  which  the  data 
furnished  by  the  census  might  serve,  the  cooperation  was  obtained, 
in  the  work  of  preparing  the  questionnaire,  of  specialists  in  flour 
grinding,  jDersons  generally  competent  in  this  industry,  experts  in 
the  grain  business,  statisticians,  and  ofiicials  of  the  food  supply  de- 
partment. 

The  replies  came  a  little  later  than  had  at  first  been  expected,  but 
the  delay  was  more  than  compensated  by  the  quality  as  well  as  the 
quantity  of  the  answers  received.  The  data  were  further  elaborated 
in  accordance  with  the  larger  program,  which  permitted  the  au- 
thorities to  obtain  information  not  only  on  questions  immediately 
concerning  the  food  supply,  but  also  on  the  main  features  of  this 
industry. 

Current  Records  and  Reports  of  the  Flour  Mills. 

The  flour  census  was  intended  to  furnish  a  view  of  the  normal 
condition  of  the  flour  industry  and  to  trace  its  changes  during  the 
period  1913—1916.  But  the  increasingly  strict  regulation  of  the  flour 
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supplies,  the  necessity  of  furnishing  grain  and  fuel  to  the  mills,  the 
problems  of  production,  distribution,  and  consumption,  the  rapidly 
changing  conditions  of  the  entire  national  economy — all  these  fac- 
tors made  it  impossible  to  confine  the  statistical  investigation  to  a 
mere  tabulation  of  data  of  the  census,  valuable  as  that  may  have 
been  in  itself.  It  was  now  absolutely  indispensable  to  maintain  cur- 
rent recoi'ds  of  the  working  of  the  flour  industr}^,  so  as  to  have  the 
opportunity  of  getting  at  any  moment  the  latest  and  most  reliable 
figures.  It  was  with  this  object  in  view  that  the  mills  were  ordered 
to  furnish  monthly  reports,  or  accounts.  At  first,  in  October  and 
November,  1916,  these  reports  were  communicated  by  telegraph, 
according  to  the  short  program ;  from  December  on,  however,  they 
were  prepared  according  to  a  larger  program,  in  the  form  of  ques- 
tionnaires sent  out  every  month  by  the  commissioners,  to  be  filled  in 
by  the  millers,  and  collected  by  the  central  organ  for  further  elabo- 
ration. This  monthly  accounting  system  was  established  for  mills 
of  the  first  five  categories  in  forty-two  provinces.  Out  of  a  total  of 
2,879  mills  of  this  class  throughout  the  empire,  the  reports  for  the 
forty-two  provinces  just  mentioned  covered  2,460  mills,  or  85.4  per 
cent  of  all  the  mills  in  these  categories. 

During  the  first  two  months,  when  answers  came  by  wire,  these 
reports  were  far  from  satisfactory.  The  questionnaire  reports,  on 
the  other  hand,  fully  realized  the  objects  aimed  at,  furnisliing  a 
very  clear  view  of  the  characteristic  features  of  the  flour  industry 
in  each  separate  province.  Stocks  of  grain  and  supplies  of  flour, 
fuel,  and  other  materials  on  hand;  intensity  of  production  and  de- 
grees of  inactivity;  localization  of  the  difficulties  experienced  by 
the  industry,  and  extent  to  which  general  economic  conditions  at 
any  given  moment  were  responsible  for  these  difficulties ;  transport 
troubles,  labor  problems,  impossibility  of  getting  the  necessary 
grain,  fuel,  etc. — all  these  matters  were  brought  fully  to  light  by 
the  monthly  reports  and  thus  afforded  a  firm  basis  for  the  pohcy  of 
State  intervention  and  regulation. 

Some  Local  Statistical  Investigations. 

It  has  been  frequently  pointed  out  in  what  precedes  that  all  the 
statistical  operations  of  the  food  supply  authorities  were  necessary 
in  order  to  meet  the  practical  requirements  of  the  whole  supply 
policy,  but  especially  because  there  was  need  of  order  and  system 
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in  the  work  of  supplying  foodstuffs.  The  whole  of  the  statistical 
work  was  designed  to  help  in  drawing  up  a  proper  supply  schedule. 
This  idea  underlying  the  work  appears  still  more  clearly  in  the  ac- 
tivities of  the  local  authorities.  Long  before  headquarters  had  taken 
the  nation-wide  census  and  advocated  the  adoption  of  a  single,  na- 
tional schedule  of  supply,  similar  ideas  and  operations  had  been 
carried  into  effect  by  local  connnissioners  within  their  own  jurisdic- 
tions :  without  this  they  would  have  been  absolutely  helpless  in  car- 
rying out  their  tasks.  When  they  undertook  to  execute  the  regula- 
tions of  October  25,  1915,  which  required  them  to  "determine  the 
amount  of  foodstuffs  indisj^ensable  for  the  supply  of  the  local  in- 
habitants," the  commissioners  at  once  realized  the  need  of  a  more  or 
less  reliable  schedule  of  the  food  sujDply,  which  meant  that  there  was 
need  of  facts  and  figures  that  would  enable  them  to  get  at  any  mo- 
ment data  as  to  the  stocks  of  foodstuffs  in  hand.  This  naturally  led 
to  the  organization  of  a  number  of  statistical  investigations  carried 
out  by  the  commissioners  on  their  own  initiative,  the  inevitable  con- 
sequence of  the  practical  task  they  found  themselves  confronted 
with. 

A  survey  of  the  fundamental  economic  facts — population,  hve 
stock,  cultivated  area,  receipts  and  dispatches  of  food  supplies  at  the 
railway  stations  of  the  province,  the  areas  that  gravitate  toward 
any  particular  station,  requirements  of  the  population,  and  other 
such  matters — was  made  by  the  commissioners  themselves  in  the 
following  provinces:  Chernigov,  Kostroma,  Simbirsk,  Samara, 
Minsk,  IMoscow,  Kiev,  Orenburg,  Vyatka,  Saratov,  Perm,  Trans- 
Baikal,  Trans-Caspia,  and  others.  And  prior  to  the  order  of  the 
Chairman  of  the  Special  Council  an  inventory  of  supplies  had  been 
made  by  the  commissioners  on  their  own  initiative  in  the  following 
provinces:  Saratov,  Moscow,  Penza,  Ufa,  Kazan,  Novgorod, 
Samara,  Ekaterinoslav,  Vladimir,  Simbirsk,  Kostroma,  Kherson, 
Astrakhan,  Vyatka,  Tula,  Ural,  Orenburg,  Nizhni-Novgorod, 
Ryazan,  Don  Cossack  Territory,  Trans-Baikal,  Vologda,  and 
Smolensk.  These  instances,  which  were  not  the  only  ones,  tend  to 
show  that  the  idea  of  a  general  food  supply  policy  had  suggested  at 
the  same  time  the  advisability,  or  rather  necessity,  of  a  schedule  of 
supply,  and  this  naturally  was  unthinkable  unless  based  upon  the 
solid  foundation  of  facts  and  reliable  data.  But  while  this  was  the 
attitude,  more  or  less,  of  the  local  supply  authorities,  we  do  not  see 
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it  quite  so  clearly  expressed  in  the  activity  of  the  central  organs, 
owing  to  the  peculiar  features  of  the  evolution  of  the  latter. 

Siipply  Schedule  for  the  Army. 

We  have  more  than  once  emphasized  in  the  course  of  the  present 
work  the  various  stages  of  development  through  which  the  policy 
of  food  supply  passed,  being  confined  at  first  to  the  army,  extending 
later  to  certain  specified  categories  of  the  civilian  population,  and 
finally  including  the  army  as  well  as  the  population  of  the  whole 
empire.  Systematic  work  on  the  part  of  the  central  supply  au- 
thorities became  apparent  in  the  case  of  those  categories  which  the 
Government  considered  it  to  be.  its  duty  to  provision.  As  for  the 
provisioning  of  the  army,  a  regular  schedule  of  supply  was  estab- 
lished from  the  very  moment  that  the  organization  of  grain  pur- 
chases commenced.  In  this  instance  the  supply  schedule  represented 
the  material  contents  of  the  transport  schedule,  its  substance,  as  it 
were.  The  schedule  of  railway  transport  was  nothing  more  than  an 
order,  or  orders,  from  the  central  authorities  of  the  Department  of 
Transport  to  have  a  certain  number  of  trucks  ready  at  certain  sta- 
tions and  to  transport  goods  to  certain  destinations  within  certain 
periods  of  time.  This  schedule  was  entirely  unconcerned  with  the 
freight;  in  other  words,  it  rested  with  the  proper  authorities,  for 
whose  convenience  the  freight  schedule  had  been  provided,  to  see  to 
it  that  the  freight  was  ready  at  the  stations  for  the  trucks  to  be 
furnished  at  specified  dates.  That  means,  of  course,  that  the  supply 
schedule  had  to  come  before  the  transport  schedule,  and,  in  a  sense, 
it  may  be  said  that  any  transport  schedule  represents  the  final  link 
in  the  chain  of  different  measures  that  go  to  the  making  up  of  a 
supply  schedule. 

At  first,  as  we  know  already,  the  food  supply  organs  were  con- 
cerned only  with  the  provisioning  of  the  army,  so  that  there  was  only 
an  army  supply  schedule  in  existence  at  this  period;  that  is  to  say, 
it  was  determined  which  of  the  jDrovincial  commissioners  were  to  col- 
lect the  necessary  provisions,  and  at  what  stations.  This  was  also 
the  substance  of  the  term  "army  allotments"  (armeiski  naryad), 
which  denoted  an  allotment,  among  the  several  provincial  commis- 
sioners, of  their  respective  shares  of  the  foodstuffs  required  for  the 
monthly  provisioning  of  the  army.  According  to  the  reports  of 
these  commissioners  regarding  the  stations  where  such  freight  was 
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to  be  concentrated,  and  following  the  instructions  of  the  military 
authorities  respecting  the  destination  points  of  such  provisions,  the 
monthly  freight  schedules  were  elaborated. 

It  was  not  long,  however,  before  the  planning  of  the  supply 
schedules  was  greatly  comphcated  by  the  necessity  of  provisioning, 
in  addition  to  the  army,  certain  specified  categories  of  the  civilian 
l^opulation.  As  has  been  made  clear  in  the  chapter  on  transport,  the 
only  help  offered  at  first  by  the  authorities  in  supplying  the  needs 
of  the  civilian  inhabitants  consisted  in  facilitating  the  transport  of 
such  provisions  as  had  been  prepared  by  civilian  organizations. 
Thus,  for  instance,  the  assistance  rendered  in  the  supply  of  the  two 
capitals  and  the  northern  provinces  was  confined  to  the  grant  of 
transport  facilities.  It  meant  simply  that,  in  making  out  the  freight 
schedule,  a  specified  number  of  trucks  were  set  aside  for  the  trans- 
port of  privately  collected  provisions  from  certain  railway  sta- 
tions. No  doubt  the  government  supply  authorities  did  not  fail  to 
come  to  the  relief  of  localities  suffering  acute  distress,  by  furnish- 
ing provisions  from  government  stocks  prepared  for  the  army.  Such 
supplies  were  frequently  furnished,  so  that  by  May  17,  1916,  as- 
sistance of  this  kind  in  grain  products  alone  had  reached  a  total  of 
42,940,000  puds  (28,596,000  of  flour,  rye,  and  wheat,  1,886,000  of 
grits,  and  12,458,000  of  oats  and  barley).  But  this  was  not  in  the 
schedule. 

Supply  Schedule  for  the  Donets  Mines,  Certain  Railways,  and 
Establishments  Working  for  National  Defense. 

The  first  category  of  civihans  to  be  provisioned  according  to  the 
supply  schedule  and  put  in  the  same  class  as  the  army  in  this  re- 
spect was  the  working  population  of  the  Donets  mining  region.  The 
commissioners  of  the  Chairman  of  the  Special  Council  in  the  prov- 
inces of  Ekaterinoslav,  Kharkov,  Kherson,  Voronezh,  Tauride,  and 
the  Don  Cossack  Territory  reported  not  later  than  the  tenth  of  each 
month  to  the  High  Commissioner  for  Army  Grain  Purchases  the 
amount  and  kind  of  supplies  required  for  the  miners  of  that  area, 
naming  the  stations  of  destination.  The  secretariat  of  the  High 
Commissioner  then  issued  orders  to  the  grain  commissioners  to  dis- 
patch the  required  products  to  certain  stations.  First  of  all,  it  was 
ascertained  what  might  be  supplied  from  government  stocks  in  any 
one  of  the  above  provinces,  after  which  the  balance  was  to  be  sup- 
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plied  by  commissioners  in  the  nearest  provinces.  The  provisioning 
of  the  miners  was  done  according  to  schedule,  it  being  determined 
every  month  how  much  of  each  particular  commodity  the  purchas- 
ing commissioner  would  have  to  dispatch  from  this  or  that  station 
(determined  beforehand  by  himself)  to  the  other  commissioner,  to 
a  stated  station.  On  the  basis  of  this  supply  schedule  the  Ministry 
of  Transport  built  up  its  freight  schedule,  except  where  consign- 
ments remained  within  the  limits  of  a  province,  in  which  case  they 
were  attended  to  by  the  local  authorities  themselves. 

The  same  method  of  treatment  was  applied  to  the  provisioning 
of  the  workers  on  several  important  railway  lines  and  on  lines  that 
were  being  constructed  for  strategical  purposes.  Thus,  during  the 
first  year  of  the  food  campaign,  1915-1916,  the  supply  schedule 
operated,  as  a  rule,  in  the  interest  of  the  army,  and  only  as  an  ex- 
ception in  the  interest  of  a  limited  class  of  the  civilian  population, 
that  is,  workers  employed  in  concerns  of  great  importance  to  the 
cause  of  national  defense. 

The  General  Supply  Schedule. 

The  reader  is  already  aware  that  there  was  a  change  in  the  food 
supply  policy  in  the  autumn  of  1916,  when  it  was  decided  to  deal 
with  the  needs  of  the  civilian  inhabitants  as  well  as  those  of  the 
army.  We  have  seen  that  the  same  considerations  that  led  to  this 
extension  of  the  State  supply  operations  were  instrumental  in 
providing  the  method  of  supply,  that  is,  a  regular  schedule.  Ordi- 
narily, when  referring  to  the  "supply  schedule,"  this  larger  plan 
is  meant,  which  includes  the  civilian  with  the  military  elements  of 
the  population.  The  question  of  a  supply  schedule  was  thoroughly 
gone  into  by  the  commissioners'  convention  held  at  Petrograd  from 
August  25  to  September  2,  1916.  This  convention  was  of  vast  im- 
portance in  laying  down  the  fundamental  principles  of  the  food 
supply  policy  to  be  followed.  Urging  the  need  of  a  more  energetic 
intervention  of  the  State  in  the  supply  of  the  civilian  population, 
and  declaring  itself  in  favor  of  doing  away  with  the  dualism  of 
fixed  prices  for  army  purchases  and  competitive  prices  for  other 
purchases,  the  convention  recommended  the  adoption  of  a  regular 
food  supply  schedule.  The  Government  replied  that  it  could  not 
possibly  supply  the  whole  population  from  government  stocks,  and 
tliat  the  Council  of  Ministers  had  resolved  to  supply  only  the  re- 
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quirements  of  the  Donets  Basin  and  Finland,  from  the  stocks  of 
the  Ministry  of  Agriculture;  as  for  other  sections  of  the  empire,  it 
was  decided  to  furnish  to  the  city  of  Petrograd  75  per  cent  of  its 
needs,  to  the  city  of  Moscow  and  the  provinces  of  Olonets,  Petro- 
grad, and  Vladimir,  50  per  cent,  and  to  the  remaining  food- 
importing  provinces,  25  per  cent  of  their  requirements.  All  other 
supplies,  in  the  view  of  the  secretariat,  would  continue  to  be  fur- 
nished by  private  business  and  unofficial  organizations,  under  defi- 
nite instructions  from  local  and  central  food  supply  authorities. 
Many  of  the  commissioners  were  in  favor  of  drawing  up  a  schedule 
covering  a  long  period,  but  this  proposal  was  rejected  and  the  de- 
cision adopted  to  provide  short-term  schedules  for  a  month  or  two 
ahead,  since  the  situation  at  the  front  and  the  resultant  economic 
conditions  made  it  impracticable  to  plan  for  any  great  length  of 
time  in  advance. 

The  practical  working  of  the  supply  schedule  was  conceived  in 
the  following  manner.  Zemstvo  and  municipal  organizations  re- 
port one  month  in  advance  to  the  commissioner  of  the  Chairman  of 
the  Special  Council  such  requirements  of  foodstuffs  as  they  think 
themselves  unable  to  satisfy  through  their  own  agents  and  private 
traders.  The  commissioner,  taking  into  due  account  the  consump- 
tion of  the  locahty  concerned,  forwards  these  reports,  together 
with  his  own  decision,  either  to  the  Central  Flour  Bureau,  if  stand- 
ardized wheat  flour  is  wanted,  or  to  the  office  of  the  High  Commis- 
sioner for  Purchases,  for  all  other  commodities.  Requests  for  grain 
products  addressed  to  headquarters  are  distributed  among  the  sev- 
eral purchasing  commissioners  according  to  surpluses  available  in 
the  areas  of  supply.  It  will  thus  be  seen  that  the  purchasing  com- 
missioners had  to  deal  with  three  kinds  of  orders :  ( 1 )  army  orders, 
representing  a  strictly  defined  quantity  for  each  province;  (2) 
orders  for  a  specified  section  of  the  civilian  population,  likewise 
clearly  defined;  (3)  orders  for  all  the  rest  of  the  inhabitants,  in 
amounts  to  be  defined  according  to  circumstances  in  each  case. 
The  needs  of  the  first  two  categories  had  to  be  satisfied  from  the 
stocks  at  the  disposal  of  the  commissioner  himself ;  the  third  cate- 
gory of  supplies  might  also  be  furnished  out  of  government  stocks, 
but  likewise  by  private  dealers  and  unofficial  organizations,  which 
were  made  subject  to  the  commissioner's  orders  in  their  purchasing 
operations.  The  decision  whether  the  required  products  should  be 
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supplied  from  his  own  stocks  or  by  some  unofficial  organization 
rested  with  the  commissioner. 

This  arrangement  made  it  possible  for  the  consuming  provinces 
to  tell  precisely  in  which  provinces  they  could  obtain  the  foodstuffs 
they  needed  for  their  inhabitants.  It  enabled  them  also  to  proceed 
in  the  most  efficient  manner  to  procure  their  supplies ;  and  it  as- 
sured them  of  transport  facilities,  because  freight  schedules  were 
drawn  up  in  view  of  supply  schedules. 

The  decision  of  the  commissioners'  convention  was  approved  by 
the  Special  Council  and  confirmed  by  the  Minister  of  Agriculture 
in  two  orders:  (1)  September  9,  1916,  prescribing  new  fixed  prices 
for  grain  of  the  1916  harvest,  and  (2)  September  19,  1916,  pre- 
scribing the  grades  and  fixed  prices  of  flour.  Finally,  by  the  order 
of  October  10,  concerning  the  "method  of  suppl3'ing  the  army  and 
the  population  with  food  and  fodder,  and  concerning  the  central 
and  local  organs  for  the  execution  of  the  orders  of  the  Chairman  of 
the  Special  Council,"  the  preceding  two  orders  were  combined  into 
one,  embracing  now  all  kinds  of  foodstuffs  dealt  with  by  the  food 
supply  organization,  and  not  only  cereals. 

Flour  Supply  Schedule. 

It  should  be  noted  here  that  the  supply  schedules  for  cereals  were 
drafted  separately  for  flour  and  for  other  cereal  products.  In 
order  to  prepare  the  flour  schedule,  a  circular  telegram  was  dis- 
patched on  October  6,  requesting  precise  information  regarding 
the  proposed  output  of  flour  for  November  in  each  separate  prov- 
ince, the  demand  for  flour  within  each  province,  the  amount  sold  by 
the  millers,  the  amount  ordered  for  the  army  and  the  civilian  popu- 
lation for  the  month  of  November,  and  the  surplus  remaining.  This 
information  made  it  possible  to  elaborate  a  practical  supply  sched- 
ule for  flour,  that  is,  to  make  arrangements  for  the  delivery  of  flour 
from  producing  to  consuming  provinces.  On  the  other  hand,  the 
flour  industry  was  an  essential  element  in  the  schedule  for  the  sup- 
ply of  grain  as  well  as  flour  to  the  needy  provinces.  And  to  secure 
the  operation  of  the  schedule,  the  mills  had  to  be  assured  of  an  ade- 
quate supply  of  the  raw  material  they  needed.  We  have  already  seen 
what  measures  of  organization  had  been  taken  to  carry  out  this 
essential  part  of  the  food  supply.  To  furnish  a  regular  sup})ly  of 
grain  to  the  mills,  a  thorough  knowledge  was  recjuircd  of  the  con- 
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ditions  prevailing  in  the  flour  industry  at  any  given  moment.  The 
further  elaboration  of  the  data  of  the  flour  census  and  the  monthly 
reports  from  the  mills  made  this  possible.  With  an  adequate  knowl- 
edge of  the  distribution  of  the  grain  supplies,  of  the  productive 
capacities  and  general  condition  of  the  flour  industry  in  each  sepa- 
rate province,  of  the  grain  and  flour  stocks  at  the  mills,  and  of 
their  further  requirements  in  grain,  it  was  now  possible  to  regu- 
late the  supply  of  grain  to  the  mills  and  of  flour  to  the  inhabitants 
on  the  basis  of  reliable  data,  thus  guaranteeing  the  proper  execu- 
tion of  one  of  the  most  essential  functions  of  food  supply. 

The  Food  Supply  of  the  Railway  Workers  and  Officials. 

Lastly,  to  complete  the  picture  of  the  working  of  the  supply 
schedule,  we  should  remember  that  a  special  group  was  set  apart 
from  the  rest  of  the  population,  to  be  provided  for  by  special  com- 
missioners. This  group  was  composed  of  the  officials,  mechanics, 
and  all  the  other  workers  employed  on  the  railways.  An  order  is- 
sued on  October  7,  1916,  made  it  incumbent  upon  the  administra- 
tion of  the  government  railways  and  of  the  jirivate  lines  to  see  to 
the  provisioning  of  these  people,  and  they  were  granted  the  powers 
of  commissioners  of  the  Chairman  of  the  Special  Council.  They 
were  instructed  to  prepare  a  schedule  of  cereal  supply  for  the  lines 
under  their  jurisdiction,  stating  the  number  of  emjjloyees,  the 
annual  food  requirements,  their  monthly  apportionment,  and  the 
kind  of  products  needed,  so  as  to  make  it  possible  to  include  their 
quotas  in  the  general  supply  schedule.  This  setting  apart  of  the 
railway  employees  as  a  special  class  was  due  to  the  vast  impor- 
tance of  maintaining  normal  traffic,  as  well  as  to  the  peculiar  con- 
ditions under  which  the  railwaymen  had  to  work.  This  did  not, 
however,  signify  that  they  were  to  be  allowed  any  privileges  in 
respect  of  their  supplies,  as  may  be  seen  clearly  from  the  circular 
order  of  the  Chairman  of  the  Special  Conference  of  November  26, 
as  follows; 

I  consider  it  necessary  to  point  out  that  this  will  be  merely  a  part 
of  the  general  provincial  schedule ;  and  all  steps  taken  by  the  food 
supply  commissioners  on  the  railways  must  be  co-ordinated  with  the 
measures  of  the  provincial  commissioners  of  the  Chairman  of  the 
Special  Council  on  Food  Supply. 
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The  only  object  of  this  special  railway  supply  schedule  was  to  pro- 
vision a  class  of  people  whom  it  was  essential,  from  the  standpoint 
of  the  State,  to  support.  Supply  according  to  such  a  schedule  was 
put  into  effect  after  December,  1916.  We  shall  not  here  consider 
the  quantitative  aspects  of  this  schedule,  nor  the  degree  of  its  actual 
realization.  These  questions  will  be  discussed  in  the  chapter  treat- 
ing of  the  quantitative  aspects  of  the  supply  organization. 

Supply  Schedules  during  the  Revolutionary  Period. 

The  Revolution  and  the  measures  subsequently  taken  in  the  do- 
main of  food  supply  might  have  greatly  modified  the  established 
system  of  supply  according  to  schedule,  had  the  measures  of  the 
initial  period  of  the  Revolution  been  anything  more  than  mere  dec- 
larations of  intention.  The  actual  application  of  the  principle  of 
an  absolute  State  monopoly  of  grain  products  should  have  made  the 
grain  supjDly  schedule — as  dealing  with  the  principal  staple  food — 
the  most  important  measure.  This  would  have  been  the  first  time 
that  the  entire  population,  as  well  as  the  army,  had  been  provi- 
sioned in  accordance  with  a  schedule  of  supply  worked  out  by  the 
Government  in  advance.  Theoreticall}',  the  problem  ajjpeared  sim- 
ple enough:  all  grain  was  in  the  possession  of  the  Government, 
which  knew  exactly  how  much  of  it  was  to  be  found  in  each  separate 
province,  knew  the  needs  of  the  army  and  the  population,  and  was 
thus  able  to  establish  firm  connections  between  areas  of  surplus  and 
deficiency,  and  to  transfer  supplies  accordingly.  It  would  be  simply 
a  matter  of  an  order  from  headquarters  to  certain  of  its  local  organs 
to  furnish  a  certain  amount  of  supplies  from  the  government  stocks, 
and  to  certain  other  local  organs  to  receive  and  distribute  supplies 
thus  provided  among  the  consumers,  military  as  well  as  civilian. 
With  such  a  method,  the  pivot  of  all  suppl}^  plans  would  be  shifted 
to  the  final  stage  of  their  execution,  that  is,  to  freight  schedules. 
Even  if  the  required  products  should  be  scarce,  the  work  of  the 
supply  schedule  would  not  be  greatly  complicated  thereby:  there 
would  be  new  problems  of  an  equitable  distribution  of  the  available 
supplies,  but  the  substance  of  the  supply  schedule  would  not  be 
affected. 

For  some  such  system  of  food  supply  the  Provisional  Govern- 
ment was  making  preparations.  Although  no  mention  is  made  of 
any  supply  schedule  in  the  decree  on  the  grain  monopoly,  the  in- 
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structions  for  the  practical  inauguration  of  the  monopoly  do  point 
out  the  duties  of  the  local  food  supply  organs.  Section  4  of  this 
document  provides  that  the  provincial  food  supply  committees  shall 
elaborate  the  methods  of  supplying  cereals  to  the  population,  so 
that  this  may  be  assured  fz-om  the  very  moment  that  the  cereals 
come  under  State  control.  In  this,  the  provincial  committees  are  to 
act  in  the  interests  of  their  own  respective  provinces.  But  at  the 
same  time,  being  the  local  organs  of  the  central  authority,  their  full 
cooperation  is  exjjected  in  the  execution  of  the  national  supply 
schedule.  This  is  why  Section  11  of  the  instructions  requires  the  com- 
mittees to  make  plans  for  the  storage  of  the  grain  at  places  of  pur- 
chase, pending  conveyance  to  destination,  and  to  see  to  it  that  this 
grain  is  concentrated  in  such  a  manner,  if  possible,  as  to  permit 
steady  consignments  according  to  schedule.  The  drafting  of  this 
schedule  is  left  to  the  State  Food  Committee,  according  to  Section  2 
of  its  statutes.  The  execution  of  the  schedule  is  made  incumbent  on 
the  Ministry  of  Food  Supply,  through  which  "the  measures  of  the 
Government  in  respect  of  food  supply  are  to  be  carried  out,"  and  one 
of  whose  functions  it  is  to  have  charge  of  "the  collection  of  food- 
stuffs and  their  supply  to  the  arm}^  and  the  population."  The  spe- 
cific functions  of  the  supply  organization  are  entrusted  to  the 
Supply  Section,  wliich  is  in  charge  of  the  distribution  of  these 
products  to  the  army,  navy,  and  population  at  large.  It  ascertains 
the  available  stocks  and  draws  up  the  schedules  for  the  issue  of 
grain  and  fodder  to  the  army  and  population.  Closely  connected 
with  the  Supply  Section  are  the  Technical  Section  on  Flour  Mills, 
keeping  records  of  the  mills  and  their  production  and  determining 
the  grain  requirements  of  the  mills ;  the  Economic  Section,  for  the 
study  of  such  problems  of  production,  exchange  of  goods,  and  con- 
sumption, as  may  require  special  consideration  with  a  view  to  effi- 
cient supply  measures ;  and  a  Special  Transport  Division,  to  draw 
up  transport  schedules  for  foodstuffs  and  to  see  that  supply  sched- 
ules are  in  accordance  with  available  transport  facilities.  The  whole 
business  of  drawing  up  the  supply  schedules  was  practically  the 
joint  work  of  all  these  departments  of  the  Ministry  of  Food  Supply. 

Resolutions  of  the  Commissioners'  Con-vention,  May,  1917. 

Such  were  the  fundamental  principles  of  the  organization  of  the 
supply  schedules  after  the  Revolution.  How  relations  were  to  be 
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established  between  the  various  sections  of  the  country  under  these 
supply  schedules,  may  be  inferred  from  a  resolution  of  the  com- 
missioners' convention  held  in  May,  1917.  A  report  on  the  relations 
between  the  producing  and  consuming  regions  submitted  to  the  con- 
vention by  the  Ministry  of  Food  Supply  caused  some  heated  dis- 
cussion. 

The  resolution  passed  by  the  convention  noted  that  the  State 
monopoly  was  still  very  far  from  actual  realization,  and  that  the 
organization  of  food  supply  was  not  yet  thoroughly  established; 
and  that  this  made  direct  cooperation  between  the  provinces  still 
necessary.  At  the  same  time  a  concession  was  made  to  the  more  radi- 
cal faction,  by  the  admission  that  the  present  arrangement  was 
only  of  a  temporary  character,  to  end  after  the  actual  realization 
of  the  monopoly.  This  temporary  arrangement  for  the  food  sup- 
ply organization  was  as  follows. 

Dealings  between  producing  and  consuming  provinces  are 
limited  to  the  execution  of  the  orders,  or  allotments,  in  accordance 
with  the  supply  schedule.  Such  allotments  constitute  an  obligation 
laid  by  the  State  upon  the  supplying  provinces,  while  a  right  is 
conferred  on  the  consuming  provinces  to  receive  the  allotments. 
But  the  supplying  provinces  cannot  be  forced  to  give  more,  and 
the  receiving  provinces  cannot  demand  more,  than  these  allot- 
ments. A  consuming  province  is  entitled  to  representation  in  the 
producing  province,  which  supplies  it  with  grain  under  the  sched- 
ule, and  if  several  provinces  maintain  their  representation  in  a 
producing  and  supplying  province,  they  shall  be  combined  as  a 
single  representative  body,  or  delegation.  Such  representatives  have 
the  right  to  attend  the  meetings  of  the  pi'ovincial  supply  commit- 
tees, with  a  consultative  voice.  Local  suj^ply  organizations  may  in- 
vite such  representatives  to  take  part  in  their  work ;  but  independ- 
ent action  of  these  representatives,  apart  from  orders  of  the  local 
organizations,  is  strictly  forbidden.  Lastly — and  this  shows  best  of 
all  the  equality  on  which  the  supply  of  the  army  and  the  population 
was  now  founded — it  was  proclaimed,  as  a  general  princi})le,  that 
the  execution  of  the  allotments  was  to  be  carried  out  proportionally 
for  the  army  and  the  population,  in  regular  rotation.  It  was  how- 
ever provided,  probably  because  this  would  be  likely  to  cause  a 
disastrous  food  shortage  in  the  army,  that  this  principle  should  be 
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applied  only  so  long  as  there  were  no  contrary  instructions  from 
headquarters,  as  a  result  of  exceptional  circumstances. 

This  resolution  of  the  convention  was  framed  upon  the  assump- 
tion that  all  the  grain  was  already  under  the  absolute  control  of 
the  Government.  Had  the  proclamation  of  the  monojioly  been  fol- 
lowed by  the  actual  collection  of  the  grain,  we  should  have  had  to 
agree  that  there  was  consistency  and  practical  value  in  these  reso- 
lutions. Once  all  grain  supplies  were  under  State  control,  a  single, 
national  supply  schedule  would  be  the  only  logical  method  of  pro- 
visioning. Free  grain  movements  would  then  have  to  give  way  to  ra- 
tional distribution  according  to  the  deliberate  plans  of  the  Govern- 
ment. But  how  if  State  monopoly  of  grain  is  a  failure,  at  the  same 
time  that  the  people  depend  exclusively  upon  the  official  supply 
schedule  for  their  sustenance.^  What  is  to  be  done  when  the  State, 
having  as  yet  no  actual  control  of  the  supplies,  prevents  the  popu- 
lation from  attempting  to  provision  itself  as  best  it  can,  paralyzes 
the  machinery  of  private  commerce,  makes  it  impossible  for  un- 
official organizations  to  collect  foodstuffs,  and  closes  all  avenues  of 
traffic  to  grain  that  does  not  belong  to  the  State.''  It  stands  to  reason 
that,  in  such  conditions,  the  people  are  threatened  with  starvation, 
since  the  supply  schedule  is  a  mere  paper  scheme,  while  the  Govern- 
ment prevents  other  agencies  from  supplying  their  needs. 

If  Russia  did  not  suft'er  such  a  calamity  to  any  large  extent  under 
the  Provisional  Government,  it  is  to  be  ascribed  to  the  fact  that, 
like  the  grain  monopoly,  the  supply  schedule  also  was  not  strictly 
observed  in  practice;  so  that  there  existed,  alongside  of  the  legiti- 
mate but  ineffectual,  an  illegitimate  but  effectual,  method  of  supply. 
Later  on,  when  the  Soviet  Government  managed  to  tighten  the 
screws  of  government  supply,  the  urban  population  was  saved  from 
starvation  under  the  "supply  schedule"  thanks  to  the  irresistible 
self-help  of  the  population,  taking  the  form  of  "meshochnichestvo," 
or,  peddling  of  provisions.^ 

^  The  meshochnik  (from  meshok — a  bag,  or  sack),  or  "bagman,"  recruited 
from  every  stratum  of  the  city  population,  would  often  travel  hundreds  of 
miles  in  search  of  commodities  required  either  for  the  needs  of  his  own  family 
or  for  peddling  to  others,  at  prices  justifying  his  efforts.  To  evade  Soviet 
guards  as  much  as  possible,  and  also  because  of  the  difficulties  of  transporta- 
tion, the  "bagman"  generally  confined  himself  to  a  single  bag  that  could  be 
conveniently  carried. 
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On  the  whole,  we  may,  therefore,  say  that  supply  schedules  in- 
tended to  regulate  supply  relations  between  the  various  provinces 
of  the  empire,  and  to  take  the  place  of  their  normal,  commercial 
traflBc,  were  never  carried  into  practical  effect  througliout  the  pe- 
riod of  Russia's  participation  in  the  World  War. 


CHAPTER  VII 


ORGANIZATION  OF  STORAGE  OF  SUPPLIES 

Depots. 

The  task  of  collecting  enormous  and  steadily  increasing  supplies  of 
foodstuffs,  but  especially  grain,  which  fell  to  the  lot  of  the  Ministry 
of  Agriculture,  made  the  problem  of  the  storage  of  these  supplies 
extremely  serious.  Already  during  the  first  year  of  operation,  50 
per  cent  of  all  the  railway  warehouses  were  turned  over  to  the  Min- 
istry. These,  however,  were  found  to  be  absolutely  inadequate.  It 
was,  therefore,  of  material  advantage  to  the  work  of  the  Ministry 
of  Agriculture  when  it  was  given  all  the  granaries  of  the  State  Bank 
for  storage  purposes.  These  granaries  were  well  equipped,  and  had 
a  staff  of  employees  with  considerable  experience.  But  there  were 
comparatively  few  such  granaries,  and  these  were  located  only  in 
central  and  eastern  Russia.  It  was  necessary,  therefore,  to  seek  addi- 
tional accommodation. 

Every  possible  storage  place  was  rented,  especially  the  railway 
grain  elevators.  The  sj^acious  warehouses  of  the  Nizhni-Novgorod 
Fair,  too,  were  taken  for  this  purj^ose.  More  space,  however,  was 
required.  With  appropriations  from  the  War  De23artment,  mainly 
through  the  medium  of  the  railway  administrations,  a  whole  network 
of  storage  depots  was  built  within  a  very  short  time  for  the  Min- 
istry of  Agriculture  along  the  railway  lines,  mainly  in  regions  with 
abundant  grain  supplies — the  south,  southeast,  central  Russia,  and 
to  some  extent  along  the  Urals  and  in  Siberia. 

Tlie  magnitude  of  this  latter  enterprise,  as  well  as  the  vast  scale 
of  the  entire  government  grain  storage  operation,  may  be  seen  from 
the  following  table  showing  the  total  storage  capacity  of  the  depots 
that  were  at  the  disposal  of  the  commissioners  at  the  height  of  the 
2)urchasing  campaign,  in  the  autumn  of  1916: 

{thousands  of  puds) 


Railway  warehouses  62,026 

Grain  elevators  of  railways  and  certain  other  institutions  16,420 

Granaries  of  the  State  Bank  19,880 

Leased  depots  and  others  60,787 

Depots  of  Ministry  of  Agriculture  72,944 


Total  232,057 
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It  will  be  seen  that  storage  depots  specially  built  for  the  needs  of 
the  Ministry  formed  by  far  the  largest  item.  And  if  we  consider  that 
in  August,  1916,  there  wei*e  under  construction  additional  depots 
with  a  storage  capacity  of  20,454,000  puds,  which  brought  the  total 
capacity  of  depots  specially  constructed  for  the  purpose  up  to 
about  93  million  puds,  we  shall  see  that  nearly  half  of  the  total 
storage  accommodation  was  created  within  this  brief  period  by  or- 
der of  the  Government. 

Sacks. 

»  The  collection  of  foodstuffs  by  the  Government  required  an  enor- 
mous quantity  of  packing  materials,^  especially  sacks.  Before  the 
War,  Russia  had  an  annual  production  of  about  100  million  sacks 
of  flax,  jute,  and  various  mixed  fabrics.  After  the  German  occupa- 
tion of  the  Warsaw  area  and  the  evacuation  of  the  factories  from 
the  Baltic  Provinces,  the  output  was  greatly  reduced.  Another 
cause  of  reduced  production  of  provision  sacking  was  the  increased 
demand  for  sandbags  at  the  front.  And  yet,  while  the  crops  of  1914 
purchased  by  the  Government  required  only  70  million  sacks,  the 
purchases  in  1915  demanded  more  than  125  million  sacks,  and  the 
collection  of  the  1916  crops  not  less  than  236  million. 

Part  of  the  demand  was  satisfied  by  the  domestic  production  in 
Russia  itself.  During  the  first  year  of  operations,  Russia  produced 
56  million  sacks,  during  the  second  3'ear,  67  million,  and  during  the 
third,  on  account  of  the  Revolution,  the  expected  output  of  70  mil- 
lion dropped  to  47  million.  The  sacks  were  bought  at  fixed  prices, 
which  were  prescribed  from  May,  1916,  onward  by  the  Committee 
on  the  Flax  and  Jute  Industry  attached  to  the  Ministry  of  Com- 
merce and  Industry.  The  deficit  had  to  be  made  up  by  foreign  or- 
ders. Only  English  jute  sacks,  chiefly  of  Calcutta  make,  were  pur- 
chased abroad.  In  the  beginning,  these  purchases  were  made 
through  middlemen,  but  later  on  directly  from  the  British  Govern- 
ment. In  the  course  of  the  first  year  of  operations  there  were  im- 
ported 14  million  sacks,  in  the  second  year  up  to  58  million,  of 
which  about  31  million  came  through  middlemen,  and  about  25  mil- 
lion from  the  British  Government  direct,  while  some  300,000  sacks 

^  The  official  information  on  problems  of  packing  has  been  brought  to- 
gether in  the  writings  of  M.  Sushchinsky,  in  the  periodical  publications  of 
the  Food  Supplj'  Department. 
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were  requisitioned  at  Vladivostok.  These  foreign  sacks  were  received 
through  the  ports  of  Finland,  Archangel,  and,  principally,  Vladi- 
vostok. 

The  home-provided  sacks  cost  during  the  period  of  1915-1916 
about  65  copecks  apiece,  and  in  rare  instances,  in  cases  of  urgent 
need,  prices  would  go  as  high  as  one  ruble.  English  sacks  bought 
through  middlemen  cost  about  50  copecks,  exclusive  of  customs 
duties,  f.o.b.  Vladivostok,  or  Archangel,  while  those  purchased  of 
the  British  Government  direct  came  to  about  36  copecks  f.o.b. 
Vladivostok,  at  the  rate  of  15  rubles  the  pound  sterling.  Punctual 
deliveries  were  rendered  exceedingly  difficult  by  the  congestion  of 
the  Archangel  and  Siberian  railways.  The  collection  of  sacking  for 
the  1916—1917  campaign  was  made  still  more  difficult,  apart  from 
transport  problems,  by  the  increasing  financial  stringency.  By  the 
first  of  May  it  had  been  possible  to  imjDort  from  abroad  only  60 
million  sacks,  which,  with  the  domestic  production,  furnished  but 
one  half  of  all  requirements.  Special  attention  was,  therefore,  paid 
to  the  preservation  of  sacking  for  repeated  use.  By  an  agreement 
with  the  W^ar  Department,  the  armies  at  the  front  were  ordered  to 
be  very  careful  of  sacks  and  to  send  them  back  to  the  rear,  and  the 
soldiers  were  to  receive  bonuses  at  the  rate  of  10  to  20  copecks  for 
every  sack  returned  in  fair  condition.  As  for  the  sacks  in  which 
goods  were  furnished  to  the  civihan  population,  a  special  deposit 
was  required  on  them,  to  be  refunded  when  the  sacks  were  returned 
to  the  authorities.  Lastly,  to  combat  the  attempts  of  private  specu- 
lators to  buy  up  sacks,  the  Minister  of  Food  Supply  on  July  7, 
1917,  issued  an  order  that  the  railway  transport  of  sacks  consigned 
by  private  persons  or  institutions  was  permissible  only  by  authori- 
zation of  the  Ministry  of  Food  Supply,  the  jDrovincial  food  supply 
administrations,  or  their  authorized  representatives,  and  that 
breaches  of  this  order  would  be  treated  as  a  criminal  offense,  while 
the  sacks  improperly  presented  for  conveyance  would  be  requisi- 
tioned. Another  order  of  the  same  date  directed  the  provincial  food 
supply  committees  that  they  should  (1)  take  stock  of  all  provision 
sacks  in  private  circulation  and  demand  that  their  owners  hand 
them  over  forthwith  to  the  committees,  at  fixed  prices,  on  pain  of 
requisition,  (2)  organize  the  purchase  of  sacks  from  the  local  popu- 
lation and  dispatch  such  sacks  for  sorting  and  mending  to  the  exist- 
ing warehouses  and  repair  shops,  (3)  adopt  all  possible  measures  to 
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ensure  the  return  of  sacks  from  the  consuming  centers  and  the  army, 
and  see  to  it  that  such  sacks  were  again  made  serviceable,  and  (4) 
report  to  the  Ministry  of  Food  Supply  on  all  measures  taken  and 
on  the  number  of  sacks  collected,  both  those  in  good  condition  and 
those  in  need  of  repair. 

Rush-Made  Sacks  and  Mattings. 

Besides  jute  sacks,  the  INIinistry  of  Agriculture  required  mattings 
for  the  packing  of  its  supplies.  There  was  need  of  rush-made  sacks 
for  oats  and  salt,  and  of  matting  to  pack  butter,  frozen  meat,  and 
other  such  products.  At  first,  these  materials  were  purchased  in  the 
competitive,  open  market,  but  the  steadily  growing  demand  not 
only  forced  the  prices  increasingly  high,  but  it  also  began  to  affect 
the  quality  of  the  goods,  which  were  becoming  lighter  and  lighter. 
The  Union  of  Zcmstvos,  which  had  been  furnishing  matting  to  the 
Army  Supply  Department,  delivered  in  1915  only  3  million  instead 
of  the  required  7  million  pieces,  and  then  ceased  to  make  further  de- 
liveries. 

The  Ministry  of  Agriculture  was  now  forced  to  take  into  its  own 
hands  all  such  purchases.  On  December  16,  1915,  it  })rescribed 
fixed  maximum  prices  for  rushes  and  matting  in  the  principal  pro- 
ducing areas,  and  available  stocks  were  requisitioned  at  these  prices 
for  innnediate  transfer  to  the  Army  Supply  Department.  At  the 
same  time  the  Ministry  proceeded  to  organize  the  production  of 
rush-made  articles  for  its  own  needs.  To  combat  speculation,  it  or- 
ganized dii'ect  buying  from  producers  and  had  rushes  converted  into 
matting  and  sacks.  To  do  away  with  the  harmful  duality  of  prices 
(market  prices  being  three  to  four  times  as  high  as  the  fixed),  the 
Ministry  of  Agriculture  on  September  25,  1916,  raised  the  fixed 
prices  by  30  per  cent,  extending  them  at  the  same  time  to  all  trans- 
actions in  such  goods. 

The  third  year  of  the  policy  of  control  proved  entirely  satisfac- 
tory. By  June  1,  1917,  there  had  been  prepared  18  million  pieces  of 
matting  and  4  million  rush-made  sacks,  not  including  special  sacks 
for  salt,  cucumbers,  fish,  etc.  Not  only  were  the  requirements  of  the 
Army  Supply  Department  and  the  Ministry  of  Agriculture  now 
fully  met,  but  considerable  reserves  were  even  accumulated.  The 
success  of  this  operation  is  the  more  interesting  as  it  had  been  ac- 
complished almost  without  any  middlemen,  by  direct  dealing  with 
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cottage  workers  or  their  organizations — associations,  cooperative 
societies,  and  artels.  In  June,  1917,  at  a  special  convention  of  the 
representatives  of  food  supply  committees  from  all  areas  where 
rush-made  products  were  being  obtained,  the  problem  of  the  fur- 
ther organization  of  purchases  of  these  articles  was  discussed.  Not- 
withstanding the  pretensions  of  the  newly  organized  association  of 
rush  producers,  the  convention  approved,  as  a  general  practice  to 
be  observed  in  the  future,  the  existing  methods  of  collection  and 
purchase  by  the  Ministry  itself,  in  order  to  dispense  so  far  as  pos- 
sible with  all  middlemen.  Finally,  on  August  21,  1917,  the  Ministry 
of  Food  Supply  issued  an  order  establishing  new  fixed  prices  for 
rushes  and  mattings. 


CHAPTER  VIII 


ASSISTANCE  TO  INDUSTRIES  ANCILLARY  TO 
FOOD  SUPPLY  AND  TO  AGRICULTURE 

The  Sugar  Industry. 

Sugar  was  the  first  article  of  food  in  respect  of  which  State  regula- 
tion was  realized  on  a  large  scale/  It  was  therefore  only  natural 
that  the  first  branch  of  agricultural  industry  to  which  government 
assistance  had  to  be  rendered  on  a  correspondingly  comprehensive 
scale  should  be  the  sugar  industry.  At  the  center  of  this  activity  we 
find  the  Central  Bureau  for  the  Unification  of  Sugar  Purchases  in 
Kiev;  under  this  bureau  a  special  section  of  department  was  cre- 
ated, for  the  purpose  of  rendering  assistance  to  the  sugar  industry. 
This  assistance  was  extended  in  many  directions,  until  it  came  to 
embrace  every  feature  of  the  industry. 

One  of  the  chief  difiiculties  against  which  the  industry  had  to 
contend  during  the  War  was  the  shortage  of  labor.  Ever  since  1915 
this  shortage  had  been  felt  at  every  stage:  there  were  not  enough 
hands  for  the  planting  and  cultivation  of  the  beet,  for  the  cartage 
and  storing,  or  for  work  in  the  refineries.  Nor  were  there  enough 
trained  specialists  left,  as  they  were  only  rarely  successful  in  ob- 
taining temporary  exemption  from  military  service.  Especially 
hard  hit  were  the  factories  in  the  immediate  vicinity  of  the  front, 
where  the  inhabitants,  including  even  women  and  adolescents,  were 
often  impressed  to  dig  trenches.  Ccntrosakhar  repeatedly  peti- 
tioned the  authorities  to  release  women  and  adolescents  from  trench 
work,  in  those  areas  where  sugar  beet  was  cultivated,  and  such  re- 
quests were  frequently  granted. 

The  Labor  Problem. 

In  the  1916-1917  sugar  season  the  labor  problem  was  more  acute 
than  ever,  and  the  beet  harvest  was  in  actual  danger.  Suffice  it  to 
say  that  by  October  21,  1916,  there  had  been  carried  to  the  refin- 
eries not  more  than  265  million  puds  of  beets,  leaving  still  in  the 
fields  over  300  million  puds,  as  compared  with  570  million  carried 

^  The  official  materials  on  this  subject  have  been  summarized  in  the  many 
writings  of  A.  Isenberg,  in  Narodnae  Khozyaistvo  v  1916  godu. 
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and  200  million  left  in  the  fields  on  the  same  date  in  1914.  In  spite 
of  considerable  increases  of  wages,  the  response  of  local  labor  was 
exceedingly  slow,  and,  at  the  instance  of  the  sugar  manufacturers, 
the  food  supply  organs  of  the  Ministry  of  Agriculture  made  nu- 
merous attempts  to  induce  the  authorities  to  furnish  the  refineries 
with  prisoners  of  war.  Whereas  8,500  prisoners  of  war  had  been  ap- 
phed  for  in  June  to  work  in  the  factories,  this  number  had  increased 
to  30,000  in  September,  and  the  total  labor  shortage  was  already 
well  over  60,000  hands.  At  the  end  of  August,  yielding  to  the  per- 
sistent requests  of  the  Ministry  of  Agriculture,  the  Council  of  Min- 
isters decided  to  place  at  the  disposal  of  Centrosakhar  15,000 
prisoners  of  war.  But  as  they  had  to  be  taken  off  other  jobs  in  a 
large  number  of  provinces,  their  actual  transfer  to  the  sugar  in- 
dustry was  very  slow,  and  the  labor  requirements  still  remained  far 
from  satisfied.  A  further  demand  for  an  additional  15,000  men  was 
rejected  by  the  Council  of  Ministers,  so  that  the  situation  continued 
acute.  Finally,  in  October,  when  vast  quantities  of  beet  were  threat- 
ened with  total  loss,  the  War  Department  ordered  out  to  the  relief 
of  the  sugar  industry  the  convalescent  soldiers  of  the  military  dis- 
tricts of  Moscow,  Odessa,  and  Kiev.  But  on  the  other  hand,  in  some 
of  the  provinces  along  the  front  something  like  30  per  cent  of  the 
total  number  of  hands  were  taken  off  the  fields,  including  sugar 
plantations,  to  work  for  national  defense. 

With  the  arrival  of  the  late  autumn,  the  last  chance  of  saving  the 
beet  harvest  had  come.  On  renewed  pressure  from  the  Ministry  of 
Agriculture,  permission  was  granted  to  release  from  the  concentra- 
tion camp  at  Darnitsa,  on  the  outskirts  of  Kiev,  and  place  at  the 
disposal  of  Centrosakhar,  35,000  prisoners.  Already  before  this, 
permission  had  been  given  for  the  transfer  of  7,500  war  prisoners 
from  the  provinces  of  Volhynia  and  Tauride.  The  grand  total  of 
prisoners  of  war  assigned  to  the  sugar  industry  was  above  62,000. 
Actually,  however,  only  a  small  proportion  managed  to  reach  the 
plantations  in  time:  by  the  end  of  October  only  about  20,000  men 
had  arrived,  and  at  the  beginning  of  December  there  were  not  more 
than  24,000  prisoners  at  work  in  the  sugar  industry. 

Artificial  Fertilizers  and  Bags. 

In  addition  to  the  labor  shortage,  the  sugar  industry  was  greatly 
handicapped  during  the  1916-1917  season  by  the  scarcity  of  arti- 
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ficical  fertilizers.  Before  the  War,  Russian  agriculture  took  the 
entire  home  production  of  superphosphates  (about  6  million  puds), 
and  imported  from  Germany  up  to  12  million  puds  annually.  With 
the  outbreak  of  the  War  the  home  output  was  greatly  reduced  and 
the  German  imports  ceased.  This  scarcity  of  artificial  fertilizers 
threatened  to  reduce  the  beet  harvest  by  30  per  cent.  The  minimum 
requirement  of  the  plantations  for  1917  was  estimated  at  6  million 
puds  of  superphosphates  and  5  million  puds  of  "Thomasschlack" 
fertilizer,  when,  under  the  best  conditions,  the  Russian  works  could 
produce  only  3  million  puds  of  each.  The  sole  source  of  supply 
would  be  Japan,  and  orders  were  given  accordingly.  Purchases 
were  begun  at  the  end  of  the  summer  of  1916,  and  toward  the  close 
of  September  there  had  already  been  discharged  at  the  port  of 
Vladivostok  over  one  million  puds,  and  two  million  had  been  con- 
tracted for.  Transport  facilities,  however,  were  not  equal  to  the 
task  of  getting  this  quantity  of  fertilizers  to  European  Russia  as 
required.  Thus,  in  October,  permission  was  granted  to  load  only 
six  cars  a  day,  and  in  November,  after  a  brief  interruption,  only 
five  cars  might  be  loaded  for  shipment  by  the  Trans-Siberian  Rail- 
way; but  this  line  was  not  in  a  condition  to  move  even  this  quan- 
tity, and  the  Japanese  fertilizers  were  doomed  to  remain  at  the 
port. 

Not  very  much  better  was  the  fate  of  the  sacks  bought  by  the 
Ministry  of  Agriculture  through  the  British  Government.  Of  more 
than  12  million  bags  for  the  sugar  industry  lying  at  Vladivostok, 
only  about  one-third  had  been  passed  through  to  European  Russia 
by  October,  1916.  Still,  it  furnished  the  sugar  industry,  after  all, 
with  4;  million  bags ;  and,  in  addition  to  this,  certain  measures  were 
taken  to  collect  the  used  bags." 

Fuel. 

The  most  serious  of  all  the  problems  that  harassed  the  food  sup- 
ply authorities  in  Petrograd  and  the  Centrosakhar  was  that  of  get- 
ting enough  fuel  to  the  refineries.  The  principal  fuel  used  in  this 
industry  was  Donets  coal,  allotted  by  the  Special  Council  on  Fuel  in 
accordance  with  the  importance  of  each  particular  requirement 

^  A  better  organization  of  the  supply  and  storage  of  sugar  bags,  as  a  gen- 
eral measure,  was  recommended  to  the  commissioners  at  their  convention  in 
August,  1916. 
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from  the  standpoint  of  national  defense.  After  taking  control  of  the 
sugar  supply,  the  Special  Council  on  Food  Supply  and  its  organs 
were  faced  with  a  heavy  responsibihty :  on  the  one  hand,  they  had 
to  include  the  sugar  industry  in  the  scheme  of  distribution  of  Donets 
coal,  since  this  was  the  obligation  assumed  by  the  Special  Council 
toward  establishments  which  gave  their  entire  output  at  the  offi- 
cially fixed  prices;  on  the  other  hand,  they  were  bound  to  restrict 
the  demands  of  the  sugar  industry  for  Donets  coal  to  a  minimum, 
since  this  was  the  duty  of  the  Special  Council  toward  the  organs 
charged  with  fuel  distribution.  The  magnitude  of  the  task  of  veri- 
fying fuel  requirements  may  be  seen  from  the  following  figures :  191 
refineries  requested  for  1916-191T  a  total  of  58  million  puds  of  an- 
thracite, as  against  50  million  puds  for  1913-1914?,  and  36  million 
puds  for  1915—1916.  The  enormous  demand  for  Donets  coal  else- 
where, and  the  transport  difficulties,  could  not  but  appreciably 
affect  the  coal  supply  of  the  sugar  industry,  and  the  latter  was  com- 
pelled to  use,  to  the  largest  possible  extent,  wood  fuel  obtained  lo- 
cally or  shipped  by  water  from  a  distance.  A  drastic  reduction  of 
coal  delivei'ies  was  made  in  resj^ect  of  the  factories  producing  lump 
sugar.  After  transport  of  coal  to  such  works  had  been  actually 
stopped  and  many  of  them  had  been  forced  to  close  down,  the  Spe- 
cial Council  on  Fuel  was  induced  to  permit  the  delivery  of  mineral 
fuel  to  establishments  of  this  class  to  be  resumed,  but  only  to  such 
as  were  working  for  the  army.  This  question  was  discussed  at  tlie 
close  of  March  by  a  conference  of  five  Ministers,  and  they  were 
compelled  to  agree  to  the  cessation  of  the  supply  of  lump  sugar  to 
the  ])opulation.  This  sweeping  decision  could,  of  course,  not  be  ex- 
tended to  the  refineries  turning  out  only  granulated  sugar,  so  that 
it  was  possible,  even  though  with  appreciable  restrictions,  to  in- 
clude the  sugar  industry  in  the  general  fuel  supply  schedule,  with- 
out causing  that  industry  too  much  damage. 

The  practical  elaboration  of  a  minimum  fuel  supply  schedule  for 
the  sugar  refineries  was  entrusted  to  the  Fuel  Commissioner  at  Kiev ; 
he  worked  at  this  schedule  in  close  cooperation  with  Centrosakhar 
and  the  All-Russian  Sugar  Manufacturers'  Association.  The  sched- 
ule took  as  its  basis  the  fuel  consumption  of  1915-1916,  slightly  in- 
creased. Besides  the  stocks  on  hand  at  the  factories,  the  total  fuel  re- 
quirements for  1916-1917  Avere  fixed  at  M  million  puds  for  the  191 
establishments  that  had  answered  the  questionnaires,  for  the  period 
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from  July  1  to  the  end  of  the  season.  This  amount  was  to  be  uni- 
formly loaded  at  the  rate  of  4  million  puds  a  month.  In  view  of  the 
fact  that  not  all  refineries  had  answered  the  inquiry  (there  were 
altogether  240  refineries),  and  including  the  fuel  requirements  of 
the  lump  sugar  plants  that  were  still  at  work,  the  June  quota  was 
fixed  at  7  million  puds  (6  million  for  the  granulated  sugar  plants, 
and  one  million  for  lump  sugar  refineries).  Monthly  loadings  wei'e 
decided  upon  owing  to  the  difficulty  of  transporting  everj'thing  at 
once  over  the  congested  railways.  Loadings  started  in  July,  al- 
though the  actual  use  of  the  fuel  would  begin  onl}^  in  the  autunm, 
after  the  beet  was  harvested  and  sugar  extraction  at  the  refinery 
had  started.  The  supplies  delivered  during  the  sunmaer  months  were 
to  assure  uninterrupted  production  during  the  refining  season.  Al- 
lowances were  made  for  special  cases  requiring  special  considera- 
tion. Thus,  refineries  situated  at  a  great  distance  from  the  stations 
were  granted  double  allotments  of  fuel  for  July,  in  view  of  the 
difficulties  involved  in  horse  cartage.  Increased  allotments  were  also 
made  to  refineries  near  the  Dnieper,  so  that  they  could  utilize  both 
rail  and  water  transport,  to  relieve  the  congested  railways  as  much 
as  possible.  Refineries  which  applied  for  comparatively  small  addi- 
tions to  their  stocks  of  fuel  received  their  full  quotas  at  once  and 
were  then  taken  off  the  list. 


Metals. 

Similar  assistance  had  to  be  rendered  by  the  food  supply  authori- 
ties to  the  sugar  industry  in  obtaining  the  metals  it  required  for  the 
upkeep  of  the  plants.  At  the  outset  the  refineries  themselves,  pro- 
curing from  Centrosakhar  certificates  showing  that  they  were  work- 
ing for  the  needs  of  national  defense,  applied  to  the  local  factory 
boards  for  permission  to  acquire  for  themselves  the  necessary  ar- 
ticles. Later,  however,  on  the  recommendation  of  the  Chairman  of 
the  Special  Council  on  Food  Supply,  from  November,  1916,  on- 
ward, the  metal  requirements  of  the  sugar  works  were  included  in 
the  national  supply  schedule  of  the  Commissioner  General  of  Metal 
Supply ;  under  this  arrangement,  all  the  metal  required  by  the 
sugar  industry  was  to  be  handed  over  to  the  Ministry  of  Agricul- 
ture and  the  latter  would  then  distribute  it  according  to  the  needs 
of  the  industry. 
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Beets. 

A  sjjecial  Y>\a.cQ  belongs  to  the  measures  taken  to  secure  the  timely 
delivery  of  the  beet  to  the  refineries.  Prior  to  the  War,  the  beet  used 
to  be  conveyed  from  the  plantations  to  the  refineries  under  special 
regulations  issued  for  the  purpose.  The  transport  season  was 
divided  into  two-week  loading  periods.  Before  each  period,  the  re- 
finers reported  the  number  of  trucks  that  they  would  need  both  for 
the  period  in  question  and  the  rest  of  the  season,  and  rolling-stock 
would  be  sent  accordingly.  But  this  system  of  automatic  compliance 
with  all  applications  for  rolling-stock,  regardless  of  the  geographi- 
cal position  of  refineries  and  plantations,  resulted  in  a  great  deal 
of  cross  traffic,  which  was  highly  wasteful,  and  such  a  situation 
could  not  be  tolerated  during  the  War,  when  the  railways  were  seri- 
ously congested.  It  was  therefore  proposed  to  the  sugar  works  that 
they  should  elaborate,  under  the  supervision  of  Centrosakhar,  a 
beet  transport  plan  under  which,  by  mutual  arrangements  or  in 
some  other  way,  the  duplication  of  beet  transport  in  opposite  direc- 
tions might  be  avoided.  From  this  standpoint,  the  most  practical 
solution  would  be  to  carr}^  beet  to  those  refineries  which  happened 
to  be  nearest  the  particular  plantation,  regardless  of  proprietor- 
ship. But  on  the  other  hand,  it  had  to  be  considered  that  so  drastic 
a  measure  was  liable  to  have  a  fatal  effect  ujDon  the  further  produc- 
tion of  sugar  beet,  for  it  involved  a  very  serious  interference  with 
the  economic  interests  of  the  proprietors.  This  is  why  the  Govern- 
ment, even  during  the  season  of  1916-17,  when  regulation  of  the 
sugar  industry  reached  its  highest  point,  shrank  from  direct  regu- 
lation of  the  beet  industry,  and  confined  itself  to  indirect  measures ; 
that  is,  it  simply  withheld  permission  for  the  conveyance  of  beet  in 
opposite  directions,  entailing  a  duplication  of  traffic,  and  thus 
stimulated  mutual  agreements  among  the  consignors  for  an  equi- 
table and  economical  distribution  of  the  beet. 


Aid  to  Other  Industries. 

Similar  measures  for  the  relief  of  food  supply  industries  were 
taken  in  certain  other  fields,  especially  the  flour  and  salt  industries, 
and  the  experience  gained  in  the  sugar  industry  was  put  to  good 
use  in  regard  to  these.  The  August  convention  of  commissioners 
tried  also  to  solve  in  this  way  the  fuel  problems  of  the  flour  mills, 
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and  as  regards  solid  mineral  fuel  corresponding  measures  were  in- 
augurated at  the  beginning  of  1917.^  The  supply  of  all  the  mills  of 
the  country  with  solid  Donets  mineral  fuel  was  concentrated  in  the 
hands  of  the  Commissioner  General  of  Donets  Fuel.  After  March  1, 
all  the  grain-purchasing  commissioners  were  required  to  furnish 
lists  of  mills,  with  statements  of  the  fuel  requirements  for  the  month 
following  of  each  mill  separately,  of  the  destination  points,  and  of 
the  mines  at  Avhich  the  fuel  was  bought.  Regional  fuel  commissioners 
had  to  verify  the  applications  submitted  by  each  mill,  and  all  fuel 
had  to  be  consigned  to  the  commissioners  of  the  Ministry  of  Agri- 
cultui'e.  At  the  same  time  all  direct  applications  for  Donets  fuel  by 
the  mills,  as  well  as  direct  dehveries  to  the  mills,  were  stopped. 

Assistance  to  Production  Gradually  Becomes  Organization 

of  Production. 

We  shall  not  go  into  a  detailed  account  of  the  relief  measures 
taken  in  industries  other  than  sugar.  We  shall  only  note  here  a 
characteristic  tendency  of  all  such  measures  to  be  transformed  into 
measures  of  organization  of  production  itself.  In  the  case  of  the 
sugar  industry,  however,  it  was  not  so  pronounced.  No  doubt, 
under  the  Provisional  Government  a  purchasing  organization  of  the 
producers  themselves  was  created,  and  there  was  even  some  talk  of 
forcing  the  whole  industry  to  form  a  syndicate,  but  this  was  already 
toward  the  end,  when  the  War  was  about  to  be  submerged  by  the 
Revolution.  The  sugar  manufacturers  remained  the  only  organizers 
of  their  production,  and  to  their  own  initiative  was  left  also  the 
supply  of  their  essential  raw  material — the  sugar  beet.  And  thus, 
while  receiving  government  assistance,  the  industry  continued  on 
the  basis  of  private  enterprise. 

In  the  flour  industry,  however,  we  find  a  different  situation.  Like 
the  sugar  industiy,  it  was  receiving  government  assistance ;  but  this 
assistance  had  assumed,  even  before  the  March  Revolution,  a  form 

^  The  convention  resolved  that  it  was  "desirable,  in  supplying  mills  with 
solid  and  liquid  fuel,  to  employ  the  methods  used  in  supplying  sugar  refineries, 
that  is,  to  place  the  mills  in  a  special  category,  so  that  their  fuel  require- 
ments, verified  by  the  proper  organs  of  the  Special  Councils  on  Food  and  on 
Fuel  Supply,  could  be  satisfied  by  special  montiily  advance  allotments 
covering  the  wliole  empire,  to  be  distributed  among  the  mills  by  the  organs 
of  tlie  Special  Council  on  Fuel,  in  agreement  with  those  of  the  Special 
Council  on  P'ood  Supply." 
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unknown  to  the  sugar  business,  and  it  made  the  position  of  the 
millers  entirely  different  in  principle.  For  the  mills  were  to  receive 
assistance  in  the  supply  not  only  of  fuel  and  labor,  as  in  the  sugar 
industry,  but  also  of  grain.  In  these  circumstances  the  miller  natu- 
rally was  reduced  to  the  position  of  a  government  agent  converting 
government  grain  by  order  of  the  Government.  This  part  was  for- 
mally assumed  by  the  millers  under  the  government  monopoly  of 
the  grain  trade.  We  have  described  this  process  in  detail,  in  Chap- 
ter IV,  Part  I.  We  desire  to  point  out  here  that  under  such  condi- 
tions mere  relief  measures  necessarily  tended  to  become  measures 
of  supply  of  all  the  articles  required  for  production,  that  is,  a  gov- 
ernment organization  of  production,  aiming  at  extreme  caution  in 
the  use  of  the  means  of  production  and  distribution  throughout  the 
country. 

This  change  to  an  all-round  government  regulation  of  the  flour 
industry  was  due,  to  a  large  extent,  to  the  desire  of  "obtaining  the 
greatest  possible  economy  in  transport,  fuel,  and  labor,"  announced 
at  the  meeting  of  the  State  Food  Committee  in  June,  1917.  To  give 
some  idea  of  the  thoroughness  of  this  organization,  we  shall  here 
enumerate  the  attributes  which  the  State  Food  Supply  Committee 
took  for  its  criteria  in  selecting  the  proper  mills:  (1)  convenient 
situation  of  mills  (proximity  to  railway  stations  or  harbors,  centers 
of  consumption  or  areas  of  supply,  etc.)  ;  (2)  economical  motive 
power  (water  to  be  preferred  to  steam,  mills  using  local  fuel  to  be 
preferred  to  those  using  fuel  brought  from  a  distance)  ;  (3)  su- 
perior equipment  (larger  production  with  smaller  expenditure  of 
fuel  and  labor)  ;  and  (4)  size  of  mills  (the  larger  mills  to  be  selected 
in  order  to  reduce  the  number  of  establishments  and  facilitate  the 
entire  organization  of  the  work).  These  basic  principles,  differently 
formulated,  were  incorporated  in  the  order  of  the  INIinistr}^  of  Food 
Supj^ly  issued  on  July  7,  1917,  regulating  the  conversion  of  gov- 
ernment grain.  In  this  instance,  the  assistance  given  by  the  State 
was  bought  by  the  industry  at  a  very  high  price,  namely,  the  elimi- 
nation of  all  private  enterprise  and  the  risk  of  being  permanently 
subjected  to  the  control  of  the  State. 

Assistance  to  the  Peasantry. 

In  taking  the  products  of  the  manufacturing  industry  at  fixed 
prices,  the  Government  made  itself  liable  to  help  the  industry  to  find 
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everything  needed  for  its  productive  work  at  such  prices  and  under 
such  conditions  or  terms  as  miglit  be  reasonable  at  the  moment  of 
fixing  the  prices.  Analogous  obligations,  although  under  another 
aspect,  were  assumed  by  the  Government  when  it  proposed  to  take 
all  of  the  marketable  products  of  the  peasants  at  fixed  ''prices. 
Since,  in  this  case,  production  formed  the  very  basis  of  the  pro- 
ducer's existence,  the  aid  given  by  the  State  had  to  take  the  form 
of  supplying  the  peasant  with  all  the  essential  commodities  required 
in  his  daily  life,  which,  of  course,  included  articles  used  in  his  work. 
Compared  with  the  magnitude  of  this  task,  the  supply  of  agricul- 
tural implements  and  machinery  appeared  as  of  only  secondary 
importance.  Let  us,  therefore,  first  consider  the  former  task,  the 
task  of  furnishing  the  farmer  with  articles  of  prime  necessity. 

Demand  To  Extend  Fixed  Prices  to  All  Articles  of  Prime  Necessity. 

As  early  as  1916,  when  fixed  prices  were  being  actually  extended 
to  include  all  the  principal  agricultural  products,  the  demand  of 
the  agriculturists  for  articles  of  general  necessity  at  proportionate 
prices  was  making  itself  more  and  more  insistent.  The  system  under 
which  they  were  forced  to  pay  steadily  increasing  prices  in  the  open 
market  for  textiles,  footwear,  iron,  kerosene,  and  other  articles  of 
prime  necessity  and,  at  the  same  time,  dispose  of  their  products 
at  fixed  prices,  was  regarded  as  a  flagrant  injustice.  The  commis- 
sioners' convention  held  in  August,  1916,  merely  voiced  the  de- 
mands of  public  opinion  when  it  insisted  upon  an  "immediate  estab- 
lishment of  fixed  prices  for  all  articles  of  general  utility"  and  as- 
sumed that  "only  through  the  adoption  of  this  urgent  measure  will 
there  be  attained  an  even  distribution  among  all  producers  of  the 
hardships  due  to  the  War."  But  it  was  only  the  Provisional  Gov- 
ernment that  finally  undertook  to  realize  this  immense  task,  ac- 
tuated practically  by  the  same  motive.  At  the  commissioners'  con- 
vention which  met  in  May,  1917,  the  Assistant  Minister,  M.  Zel- 
heim,  said : 

We  all  know,  and  we  all  have  heard,  of  the  resolutions,  telegrams, 
and  declarations  coming  in  from  the  farming  population,  to  the  el¥oct 
that  "You  want  to  take  everything  from  us  for  the  State  or  the  cities, 
without  giving  anything  in  return.  You  are  regulating  prices  of  agri- 
cultural produce  at  the  same  time  that  the  products  of  other  industries 
remain  practically  without  regulation  and  are  inaccessible  to  us." 
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Policy  of  the  Provisional  Government. 

Even  earlier,  on  April  24,  1917,  the  Provisional  Government  had 
appointed  a  special  commission  to  study  the  problem  of  furnishing 
the  public  with  articles  of  prime  necessity.  The  practical  organiza- 
tion of  such  a  supply  was  naturally  entrusted  to  the  Ministry  of 
Food  Supply.  The  decree  of  the  Provisional  Government  issued 
on  June  7  ordered  the  Ministry  of  Food  Supply  to  "proceed  to  the 
organization  of  a  systematic  supply  of  the  population,  within  the 
limits  of  available  stocks,  with  textiles,  footwear,  kerosene,  soap,  and 
other  articles  of  prime  necessity."  The  actual  distribution  of  such 
articles,  moreover,  was  then  started  on  a  vast  scale.  In  Moscow  a 
special  bureau  was  created  for  the  distribution  of  textiles  under  the 
direction  of  a  commissioner  of  the  Ministry.  We  have  to  emphasize 
here  that,  at  this  stage,  these  measures  were  intended  only  as  stimu- 
lants to  further  production,  so  as  to  restore  a  fair  balance  in  the 
farmers'  budgets  by  enabling  them  to  realize  on  the  sale  of  their 
produce  enough  to  warrant  the  prices  they  were  being  charged  on 
the  other  commodities  that  they  normally  purchased.  The  idea  of 
direct  barter  between  the  Government  and  the  producers  had  not 
yet  been  suggested.  In  the  practice  of  local  organizations,  no  doubt, 
there  might  already  be  found,  here  and  there,  individual  agreements 
with  the  producers  to  exchange  the  food  supplies  that  they  re- 
quired for  their  own  use  against  other  products,  but  this  was  not 
the  usual  method.  One  reason  why  the  Government  refrained  from 
barter  was  that  it  did  not  wish  to  impair  the  stability  of  the  cur- 
rency by  such  a  step.  But  even  more  decisive  was  the  opinion  that 
it  ought  to  create  a  systematic  and  equitable  organization  of  the 
supply  of  the  nation  in  general.  All  articles  of  prime  necessity  were 
to  be  distributed  on  equalized  ration  cards  and  at  fixed  prices.  In- 
dependently of  such  a  distribution,  which  was  only  a  general  con- 
dition warranting  the  taking  of  his  produce  from  the  producer,  such 
produce  was  to  be  taken  at  fixed  prices.  Direct  exchange  of  goods, 
as  a  method  and  principle  of  general  application  in  the  extraction 
of  foodstuifs  from  the  agricultural  population,  came  into  use  only 
during  the  period  of  the  civil  war,  when,  on  the  one  side,  the  prin- 
ciple of  the  consistent  and  systematic  regulation  of  the  national 
economy  was  rejected,  and,  on  the  other,  direct  exchange  of  goods 
was  resorted  to  only  under  the  irresistible  pressure  of  the  food 
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scarcity,  as  affording  the  only  means  of  obtaining  goods  without 
the  use  of  force,  the  currency  having  lost  practically  all  value.* 

Organization  of  Areas  of  Cultivation. 

Previous  to  the  Revolution  it  had  been  one  of  the  aims  of  the 
Government  to  come  to  the  assistance  of  agriculture,  to  regulate  the 
prices  of  its  produce,  and  to  appropriate  this  produce  for  the  needs 
of  the  population  and  army,  but  it  did  not  attempt  to  exercise  any 
direct  influence  over  the  process  of  production  itself.  But  the  Pro- 
visional Government,  in  connection  with  measures  for  the  protection 
of  crops  endangered  by  the  popular  turmoil  of  the  Revolution, 
made  plans  also  for  the  proper  cultivation  of  fields  left  idle.  By  a 
decree  issued  on  April  11,  1917,  the  Government  admitted  its  obli- 
gation to  compensate  owners  for  all  losses  they  might  have  sustained 
through  popular  disturbances,  and  it  entrusted  the  protection  of 
all  crops,  which  had  been  made  national  property  by  the  law  on  the 
grain  monopoly,  to  the  provincial,  district,  and  volost  food  supply 
committees.  To  the  same  committees,  which  were  to  be  assisted  by 
individuals  and  institutions  enjoying  the  confidence  of  the  local  in- 
habitants, were  entrusted  the  functions  of  supervision  and  public 
control  in  this  connection:  (1)  the  determination  of  the  areas  to  be 
cultivated,  and  (2)  the  supervision  of  the  proper  utilization  of 
labor,  equipment,  and  implements  furnished  by  the  Government.  If 
an  owner  refused  to  cultivate  his  land,  the  idle  land  was  to  be  taken 
over  by  the  local  food  supply  committees,  and  these  were  free  either 
to  lease  it  out  for  the  given  crop  to  local  farmers  at  a  fair  price,  or 
to  make  their  own  arrangements  for  cultivating  it.  The  rent  was  to 
go  to  the  owner  of  the  land.  In  the  instruction  concerning  this  de- 
cree (May  30)  it  was  pointed  out  that  the  compulsory  sowing  had 
for  its  object  the  attainment  of  a  normal  cultivated  area,  and  that 
it  was  not  to  be  extended  to  land  which  was  normally  left  unculti- 
vated. For  the  purpose  of  direct  cultivation,  the  committees  were  to 
organize  special  labor  gangs  (composed  of  prisoners  of  war,  sol- 
diers, students,  etc.),  which  were  to  be  furnished  with  the  necessary 
equipment,  live  stock,  seeds,  fertilizers,  and  other  necessaries  for 

*  For  a  discussion  of  the  problem  of  suppljing  the  farmers  with  agricul- 
tural machinery,  see  Zagorsky,  State  Control  of  Industry  in  Russia  during 
the  War  (Yale  University  Press,  1928),  pp.  199  sqq.  in  this  series  of  the 
"Economic  and  Social  History  of  the  World  War." 
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carrying  out  the  work.  The  food  supply  authorities  were  to  keep 
careful  account  in  these  operations  of  all  expenditure  and  of  the 
harvest.  To  defray  the  expense  of  such  direct  cultivation,  the  com- 
mittees could  draw  on  a  special  fund  set  aside  for  this  ])urpose. 

Disorganization  of  Agrictdture  and  Helplessness 
of  the  Government. 

Under  conditions  of  revolutionary  chaos  all  these  measures  re- 
mained, of  course,  a  dead  letter.  To  afford  an  idea  of  these  condi- 
tions, we  shall  quote  from  an  order  issued  on  July  18,  1917,  by  the 
Minister  of  Food  Supply. 

In  many  places  [wrote  the  Minister],  the  inhabitants  are  resorting 
to  violent,  unlawful  acts  which  prevent  the  farmers  from  attending  to 
their  harvests.  Peasants  are  preventing  the  harvesting  of  the  grain 
crops  with  the  aid  of  agricultural  machinery ;  they  are  withdrawing 
from  state  and  private  land  prisoners  of  war,  and  regular  as  well  as 
temporary  laborers ;  they  force  proprietors  and  farmers  to  pay  to  the 
prisoners  of  war  higher  wages  than  those  fixed  by  the  Government ; 
they  compel  both  laborers  and  owners  to  raise  wages  already  agreed 
to ;  they  compel  owners  and  farmers  to  pa}'  farm  labor  in  grain  instead 
of  money ;  they  forcibly  seize  supplies  of  grain  and  forage,  meadows, 
live  stock,  and  equipment ;  they  obstruct  the  harvesting  of  grain  and 
hay,  the  threshing,  the  preparation  of  the  fields  for  winter  sowing,  etc. 
The  local  food  supply  and  land  committees  not  only  fail  to  stop  at 
their  source  these  unlawful  outbreaks,  which  bring  general  disorganiza- 
tion, but  they  themselves  are  issuing  orders  and  passing  resolutions 
that  furnish  the  population  with  excuses  for  indulging  in  these  illegal 
and  subversive  acts. 

Although  the  Minister  commanded  the  food  supply  committees 
to  put  an  end  to  these  arbitrary  proceedings,  and  to  take  measures 
for  the  gathering  of  the  harvest  and  the  sowing  of  the  winter  crops, 
"in  order  to  save  the  fatherland  and  the  Revolution,"  these  ex- 
hortations remained  mere  words  and  led  to  no  results."^ 

^  For  a  detailed  account  of  the  conditions  of  agriculture  see  Antsiferov, 
Bilimovich,  Batshev,  and  Ivantsov,  Russian  Agriculture  during  the  War 
(Yale  University  Press,  1930),  in  this  series  of  the  "Economic  and  Social 
History  of  tlie  World  War." 
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RATIONING  OF  CONSUMPTION 

Rationing  of  Consumption  in  Petrograd  in  1915. 

The  Special  Council  on  Food  Supply  was  compelled  from  the  very 
beginning  of  its  work  to  define  its  attitude  toward  the  question  of 
rationing  consumj^tion.  It  was  confronted  with  the  problem  of  ra- 
tioning consumption  in  the  city  of  Petrograd,  and  the  Chairman 
of  the  Council  referred  the  matter  to  the  Commission  for  Combating 
the  High  Cost  of  Living. 

After  a  lengthy  discussion  at  its  meeting  of  December  28,  1915, 
the  Commission  arrived  at  the  following  conclusions. 

There  are  still  abundant  stocks  of  supplies  in  Russia,  and  the 
food  and  fodder  shortage  from  which  the  city  of  Petrograd  has 
been  suffering  is  due  merely  to  the  disorganization  of  transport. 
There  is,  therefore,  no  valid  reason  for  rationing  consumption  in 
the  capital,  not  to  mention  the  fact  that  it  would  be  so  difficult  and 
complicated  an  enterprise  that  its  failure  may  be  expected.  And  the 
consequences  might  prove  really  dangerous,  since  the  people  would 
blame  for  such  a  failure  the  Government  itself.  When  consumption 
is  rationed,  involving,  as  this  does,  the  provisioning  of  the  inhabit- 
ants on  a  ration  card  basis,  the  existing  dc  facto  relationship  be- 
tween consumers  and  merchants  gives  way  to  quasi-legal  claims  and 
obligations,  and  the  duty  to  supply,  at  definite  periods  and  definite 
places,  the  commodities  in  question  devolves  on  the  organs  of  the 
Government.  The  city  population  moreover  becomes  entitled  to  de- 
mand that  the  supplies  that  are  due  to  it  shall  be  issued  in  proper 
quantity. 

The  Commission  did  not  consider  it  possible  for  the  Government 
to  guarantee  such  continuous  and  adequate  supply  of  the  popula- 
tion out  of  the  resources  of  the  State,  the  more  so  as  it  seemed 
likely  that  the  introduction  of  ration  cards  would  tend  to  increase 
consumption  appreciably;  because  people,  fearful  of  a  future 
scarcity  of  supplies,  would  probably  take  full  advantage  of  their 
right  to  receive  the  stipulated  rations.  Lastly,  the  purely  technical 
questions  of  keeping  proper  record  of  the  population  and  dis- 
tributing the  ration  cards  appeared  to  the  Commission  rather  be- 
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wildering.  On  the  whole,  the  Commission  took  the  view  that  the  pro- 
posed rationing  Avould  require  "a  comphcated  and  efficient  organi- 
zation for  purchase,  transport,  and  distribution  by  the  unofficial 
and  state  organs,  which  is  impracticable  under  existing  conditions." 
The  Commission  therefore  considered  it  "untimely,  dangerous,  and 
almost  impossible  of  realization  for  technical  reasons,"  to  introduce 
in  Petrograd  the  rationing  of  food  consumption. 

The  report  of  the  Commission  was  favorably  received  by  the 
Special  Council  and  its  Chairman,  at  its  meeting  of  December  30, 
1915,  and  it  determined  for  a  long  time  to  come  the  general  atti- 
tude of  the  Government  toward  the  question  of  rationing.  It  should 
be  stated  that  the  very  fact  that  this  question  of  an  all-round  ra- 
tioning of  food  and  fodder  consumption  was  brought  up  only  in 
Petrograd,  without  reference  to  the  supjjl}'  organization  of  the  rest 
of  the  country,  must  be  exj^lained  by  the  obvious  lack  of  a  clear  un- 
derstanding of  the  complexity  and  difficulty  of  the  task,  which 
ought  to  have  been  undertaken  at  the  end  rather  than  at  the  be- 
ginning of  a  carefully  devised  system  of  State  control. 

General  Attitude  of  Special  Council  toward  Future  Rationing 

of  Consumption. 

As  regards  the  future,  the  Special  Council  admitted  the  principle 
of  rationing  of  consumption  precisely  as  a  final  link  in  a  whole 
chain  of  regulative  measures;^  but,  being  extremely  reserved  in  its 
attitude  toward  the  further  extension  of  government  intervention, 
it  continued  to  deal  very  cautiously  witli  the  problem  of  organizing 
distribution  on  a  nation-wide  scale.  In  this  matter,  it  preferred  to 
follow  as  far  as  possible  a  pohcy  of  non-interference,  under  which 
the  local  authorities  would  enjoy  freedom  of  action  for  themselves. 
Under  these  conditions,  rationing  came  only  when  it  appeared  to 
be  imperatively  required  in  respect  of  certain  articles  of  consump- 
tion, in  which  case  the  ration  card  system  was  applied  as  the  most 
effective  method  of  distribution.  This  was  done,  first  of  all,  in  the 
case  of  sugar.  There  was  a  general  scarcity  of  this  commodity,  its 
wholesale  suj^ply  was  concentrated  under  the  control  of  the  Gov- 
ernment, and  local  distribution  was  under  the  control  of  the  pub- 
lic authorities,  who  were  obliged  to  see  to  it  that  the  sugar  Avent  to 
the  consumers  at  the  prescribed  prices.  Although  the  Special  Coun- 

^  See  Chapter  II. 
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cil  did  not  order  any  rationing  of  the  consumption  of  sugar,  this  be- 
came inevitably  necessary:  for  it  was  impossible  to  tolerate  a  situa- 
tion in  which  the  reasonable  prices  established  with  so  much  effort 
for  sugar  should  benefit  only  the  accidental  holders  of  sugar  sup- 
plies, who  would  be  free  to  decide  whether  they  should  greatly  in- 
crease their  own  consumption,  to  the  detriment  of  their  neighbors, 
or  resell  their  supplies  to  their  neighbors  at  speculative  prices.  It 
was,  of  course,  natural  that  the  rationing  of  sugar  consumption 
should  come  into  existence  almost  spontaneously  all  through  the 
empire.  It  was  natural,  too,  that  the  lack  of  general  instructions 
from  headquarters  should  impai't  to  the  rationing  of  sugar  con- 
sumption a  very  motley  character,  and  it  was  only  gradually  that 
it  assumed  (at  least,  in  the  urban  centers)  various  forms  of  a  single 
ration  card  system. 

Rationing  of  Sugar  Consumption. 

The  rationing  of  sugar,  as  has  been  said  here  already,  was  due  to 
two  causes:  (I)  the  general  scarcity  of  the  article,  and  (2)  the  in- 
tervention of  the  authorities  in  the  work  of  supplying  it.  At  first, 
the  rationing  consisted  only  of  half-measures.  Sometimes  it  would 
be  a  matter  of  distribution  among  their  own  members,  in  certain 
rations,  by  cooperative  organizations  who  had  obtained  a  supply 
in  preference  to  other  consumers.  At  other  times  merchants  would 
be  supplied  with  the  commodity  on  condition  that  they  should  not 
sell  to  one  customer  more  than  a  certain  limited  amount,  say  two 
pounds.  Sometimes,  again,  the  sale  of  such  limited  amounts  was 
permitted  only  if  the  buyer  presented  either  a  specific  permit  or 
some  document  of  personal  identity,  such  as  a  passport,  etc.  Some- 
times sales  on  ration  cards  were  going  on  at  municipal  stores,  out 
of  the  municipal  sugar  supplies,  while  private  stores  were  at  the 
same  time  selling  their  own  supplies.  But  gradually  the  card  system, 
offering  the  only  effective  and  radical  solution  of  the  problem,  in 
spite  of  cei'tain  technical  difficulties  involved  in  its  introduction, 
ehminated  all  other  forms  of  rationing. 

Types  of  Ration  Cards. 
Although  applied  in  different  ways,  according  to  locality,^  the 

^  Much  material  on  this  subject  has  been  collected  in  Normirovka  Potre- 
hlenya  (Rationing  of  Consumption),  by  G.  K.  Guins,  published  by  the  secre- 
tariat of  the  Special  Council,  Petrograd,  1916. 
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ration  card  system  may  be  reduced  to  two  fundamental  types.  The 
one  aimed  chiefly  at  assuring  an  equal  distribution  of  whatever  sup- 
ply might  be  on  hand,  and  did  not  entitle  the  holder  of  the  card  to 
receive  periodically  a  definite  and  invariable  amount  of  sugar. 
Supplies  received  would  be  apportioned  among  the  municijjal  and 
zemstvo  stores,  among  the  cooperative  stores,  and  among  private 
merchants,  and  these  would  be  bound  to  sell  this  sugar  exclusively 
on  cards  issued  for  the  area  in  question,  in  such  quantities  as  might 
be  indicated  in  the  coupons  attached  to  the  cards,  or  in  quantities 
that  might  be  specifically  proclaimed  by  the  authorities  as  being  due 
on  the  next  coupon,  and  at  prices,  in  either  case,  prescribed  for  each 
particular  locality. 

The  second  type  of  the  ration  cards  laid  particular  emphasis  on 
the  regularity  of  a  definite  ration.  A  properly  organized  supply  of 
the  nation  with  definite  amounts  of  sugar  and  more  or  less  regular 
deliveries  under  the  freight  schedule  offered  a  possibility  that  the 
latter  system  might  oj^erate.  While  the  sugar  ration  card  was  al- 
most everywhere  understood  to  confer  no  legal  right  to  demand  a 
definite  ration  regularly,  it  was  generally  assumed  by  the  public 
and  by  the  local  supply  organizations  that  the  card  was  something 
in  the  nature  of  a  bond,  or  note,  by  which  the  Government  itself  had 
assumed  the  obligation,  as  it  were,  to  supjoly  sugar  to  the  holder 
of  the  card.  Failure  to  deliver  the  sugar  due  on  the  card  was  there- 
fore likely  to  compromise  the  government  supply  organization. 
And  in  this  way,  in  joractice,  the  two  types  of  the  cards  became 
really  a  single  intermediate  type:  the  card  was  to  entitle  its  holder 
to  receive  a  definite  monthly  allowance  of  sugar,  but  it  was  not  a 
legal  right,  and  it  was  understood  that  this  allowance  might  be 
either  reduced  or  stopped  entirely,  according  to  circumstances  af- 
fecting the  supply  of  the  commodity. 

Acceptance  of  the  Principle  of  Rationing  Foodstuffs. 

For  sugar,  the  ration  cards  gradually  came  to  be  the  rule,  ex- 
tending to  cities  as  well  as  country  districts.  The  commissioners' 
convention  on  August  18,  1916,  had  already  passed  the  resolution 

recognizing  that  the  introduction  of  ration  cards  for  sugar,  the  short- 
age of  which  commodity  in  the  next  season  may  be  considered  as  al- 
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ready  definitely  established,  is  not  only  desirable,  but  likewise  timely 
and  indispensable  for  areas  of  an  urban  character.  For  the  rural  popu- 
lation, the  rationing  of  sugar  is  also  necessary,  but  there  is  no  need  of 
any  preliminary  decision  as  to  the  system  to  be  applied  in  such  ra- 
tioning, which  should  be  left  to  the  discretion  of  the  local  commis- 
sioners, following  a  discussion  of  the  problem  at  the  local  council. 

As  regards  the  type  of  cards,  the  convention  thought  it  best  to  have 
cards  that  would  show  definite  amounts  as  due  to  the  holder,  but 
should  not  be  considered  as  binding  for  a  full  ration.  As  regards 
other  foodstuffs,  the  general  principles  applied  in  the  case  of  sugar 
were  adopted  also  for  them,  but  before  the  Revolution  ration  cards 
were  used  only  rarely  for  such  products.  In  some  of  the  urban  cen- 
ters, however,  we  find  the  card  system  in  use  for  foodstuffs  such 
as  flour,  grits,  vegetable  oil,  and  sometimes  for  salt  and  meat. 

The  enforcement  of  rationing  developed  in  many  different  ways, 
and  we  cannot  describe  it  here  at  length.  Suffice  it  to  say  that  some- 
times it  would  be  entrusted  to  the  police  authorities,  at  other  times 
to  the  municipal  and  zemstvo  institutions,  and  again  at  other  times 
it  would  be  in  the  hands  of  some  special  food  supply  organ.  To 
carry  the  system  into  actual  effect,  it  was  usual  to  enlist  the  services 
of  the  police  authorities,  public  welfare  organizations,  associations 
of  the  citizens,  and  other  such  bodies.  The  rations  were  also  estab- 
lished according  to  local  conditions,  being  worked  out  sometimes  in 
great  detail;  at  other  times  they  would  be  of  a  general  nature,  the 
same  for  the  whole  population  of  the  area  covered  by  the  card 
system. 

Rationing  of  Meat. 

The  meat-rationing  measures  were  in  a  class  by  themselves.  When 
the  Government  adopted  a  system  of  compulsoi-y  requisitioning  of 
live  stock  for  the  supply  of  the  army  and  the  large  cities,  it  sought 
at  the  same  time  to  reduce  to  the  minimum  the  general  allowances 
of  meat  to  be  supplied  through  the  medium  of  the  zemstvos.  To  be- 
gin with,  the  Ministry  of  Agriculture,  mindful  of  the  undesirable 
consequences  that  would  ensue  for  the  agriculture  of  European 
Russia  from  the  depletion  of  the  live  stock — since  it  was  European 
Russia  that  had  to  bear  almost  the  entire  burden  of  the  meat  sup- 
ply, owing  to  the  unsatisfactory  state  of  transport — urged  upon 
the  army  authorities  the  desirability  of  reducing  the  meat  ration  in 
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the  army.  The  army  authorities  granted  the  request  and  reduced 
tlie  soldier's  daily  meat  ration  from  one  Russian  pound  to  three- 
fourths,  instituted  two  meatless  days  a  week  (Wednesday  and  Fri- 
day), which  was  at  any  rate  in  accordance  with  a  custom  in  the 
Orthodox  Church,  and  encouraged  the  supply  of  more  fish  for  the 
soldiers. 

With  reduction  of  the  meat  consumption  in  the  army,  the  Spe- 
cial Council  was  obliged  to  introduce  similar  measures  among  the 
civilian  pojiulation  also.  A  special  commission  ap})ointed  to  deal 
with  the  matter,  and  presided  over  by  M.  Glinka,  decided  as  fol- 
lows: (1)  to  take  measures  to  reduce  the  slaughter  of  live  stock  at 
all  slaughterhouses,  either  on  the  basis  of  a  certain  percentage  of 
the  average  daily  slaughter,  or  by  prohibiting  all  slaughtering  on 
certain  da3's  of  the  week,  and  to  limit  the  deliveries  of  live  stock  and 
beef  at  centers  of  consumption,  increasing  instead  the  deliveries 
of  mutton,  pork,  fish,  and  vegetables;  (2)  to  prohibit  in  ui'ban  com- 
munities the  sale  of  all  kinds  of  meat  and  meat  products  from  shops, 
stores,  and  markets,  two  or  three  days  a  week;  (3)  to  prohibit  dur- 
ing these  days  the  cooking  of  meat  dishes  in  all  public  eating  places 
in  urban  communities;  (4)  to  take  measures  for  the  development 
of  vegetable  cultivation  and  poultry  rearing;  and  (5)  to  give  wide 
publicity  to  the  motives  responsible  for  the  reduction  of  the  meat 
suj^ply  in  the  interest  of  the  State. 

These  conclusions  were  concurred  in  by  the  Special  Council,  but 
as  it  did  not  ])ossess  full  authority  to  settle  definitely  the  question 
of  the  prohibition  of  slaughter  and  sale  of  meat,  it  instructed  its 
secretariat  to  draft  an  appropriate  bill  for  submission  to  the  legis- 
lative chambers.  The  bill  was  passed  in  the  Duma  on  May  31,  1916, 
but  met  with  considerable  opposition  in  the  State  Council.  Another 
bill  prohibiting  the  slaughtering  of  calves  for  sale,  and  all  transac- 
tions in  veal,  was  rejected  by  a  large  majority  in  the  State  Council, 
mainly  on  the  ground  that  the  peasants  were  not  in  a  position  to 
rear  all  calves  up  to  the  age  of  a  year  and  a  half.  As  for  the  law 
regarding  meatless  days,  the  members  of  the  State  Council  with- 
drew the  original  objections  which  they  had  made  at  the  session  of 
the  joint  committee,'  and  on  June  22  the  bill  was  passed  as  framed 
by  tlic  Duma. 

^  ^^'Ilen  the  Duma  and  State  Council  were  unable  to  agree  on  a  bill,  it  was 
submitted  to  a  joint  committee,  to  endeavor  to  secure  agreement. 
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The  Law  Regarding  Meatless  Days. 

The  new  law  was  ratified  by  the  Emperor  on  June  30,  1916,  and 
was,  in  its  main  features,  as  follows:  It  was  forbidden  to  sell  or  to 
peddle,  on  Tuesdays,  Wednesdays,  Thursdays,  and  Fridays,  in 
stores,  markets,  bazaars,  and  other  places,  meat  and  meat  products 
(canned  meats,  sausages,  bacon,  etc.)  derived  from  large  horned 
cattle,  calves,  sheep,  lambs,  hogs,  and  sucking  pigs.  During  these 
days  the  public  eating  places  (enumerated  in  the  law)  were  pro- 
hibited from  jjreparing  for  sale  and  from  serving  to  their  customers 
any  dish  composed  of  meat.  On  Mondays,  Tuesdays,  Wednesdays, 
and  Thursdays,  the  killing  of  large  horned  cattle,  calves,  sheep, 
lambs,  hogs,  and  sucking  pigs  was  forbidden  at  slaughterhouses  as 
well  as  by  individual  butchers.  On  Fridays,  Saturdays,  and  Sun- 
days, killing  was  permissible  within  the  restrictions  established  by 
the  municipal  and  zemstvo  institutions.  The  latter  were  required  to 
submit  these  restrictions  to  the  Chairman  of  the  Special  Council, 
who  might  alter  them  as  he  saw  fit.  All  these  regulations  were  to 
be  valid  only  for  the  duration  of  the  War.  Breaches  of  them  were 
punished  by  the  justices  of  the  peace. 

In  practice,  the  enforcement  of  the  new  law  met  with  a  great 
many  obstacles.  The  main  difficulty  lay  in  the  problem  of  equalizing 
the  rates  of  slaughter  established  by  the  various  local  government 
institutions.^  How  was  this  to  be  arranged?  It  would  be  necessary, 
in  the  first  place,  to  obtain  information  concerning  the  number  of 
cattle  passing  through  a  given  abattoir;  but  in  fact  such  records 
were  maintained  only  at  public  slaughterhouses  in  the  more  or  less 
important  centers.  Should  slaughtering  perhaps  be  regulated  on  a 
basis  of  per  capita  consum})tion?  This,  however,  could  not  be  defi- 
nitely ascertained,  and  could  at  best  be  estimated  only  theoretically, 
leaving  a  wide  latitude  for  arbitrary  action.  With  an  adequate 
system  of  records  of  the  work  of  the  abattoirs,  the  problem  of 
regulating  the  slaughter  would,  of  course,  present  no  particular 
difficulty.  The  object  of  the  law  of  June  30  was  to  reduce  slaughter- 
ing by  stopping  it  entirely  during  four  days  of  the  week,  on  the 
theory  that  three-sevenths  of  the  average  weekly  killings  ought  to 
furnish,  appi'oximately,  the  proper  quota  of  meat.  But  when  the 

Moreover,  tlie  establishment  of  a  definite  quota  of  slaughtering  would  by 
no  means  solve  the  problem,  since  the  reduced  killing  at  the  public  abattoirs 
might  be  easily  offset  by  increased  private  slaughtering. 
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per  capita  standard  came  to  be  considered,  it  was  more  difficult, 
especially  since  the  local  government  institutions  appeared  to  take 
the  view  that  the  regulation  of  slaughtering  was  not  meant  to  se- 
cure a  mere  reduction  of  the  animals  killed,  but  was  an  attempt  to 
ration  consumption,  with  the  result  that  there  might  often  be  an  in- 
crease of  animals  killed  during  the  slaughter  days,  offsetting  the 
effects  of  the  prohibition.  At  any  rate,  we  have  to  note  the  fact  that 
reports  concerning  the  introduction  of  the  regulations  on  slaugh- 
tering were  received  very  slowly,  so  that  on  September  17,  1916, 
the  Chairman  of  the  Special  Council  was  forced  to  repeat  his  re- 
quest for  these  reports.  Even  then  a  number  of  localities  failed  to 
send  in  the  required  information. 

Rationing  of  Other  Foodsti/ffs. 

The  law  on  meatless  days  had  for  its  object  the  reduction,  and 
not  the  rationing,  of  meat  consumption.  Similar  measures  were 
taken  in  regard  to  certain  other  foodstuffs.  Thus  it  will  be  recalled 
that  one  of  the  very  first  measures  adopted  by  the  Special  Council, 
the  fixing  of  prices  for  oats,  had  for  its  object  the  withdrawal  of  a 
considerable  amount  of  this  product  from  circulation,  inducing  the 
population  to  use  substitutes  instead.'  In  this  instance  the  reduc- 
tion of  consumption  came  about  as  a  natural  consequence  of  the 
withdrawal.  In  the  case  of  other  foodstuffs  the  reduction  of  con- 
sumption was  prescribed  by  direct  order.  Thus,  the  grinding  of  ex- 
pensive grades  of  flour  was  simply  prohibited  and  cheaper  grades 
were  made  compulsory  everywhere.*  Again,  under  the  Provisional 
Government,  measures  of  prohibition  were  directed  against  the 
baking  of  expensive  bread.  As  early  as  March  7,  1917,  the  Minister 
of  Agriculture  requested  the  new  municipal  food  supply  committees 
to  consider  the  advisability  of  the  immediate  prohibition  of  the 
baking  of  cakes,  pies,  tarts,  and  every  other  kind  of  pastry  for 
sale.  The  motive  assigned  for  this  proposal  was  the  general  scarcity 
of  wheat  flour  and  the  need  of  economizing  in  such  important  food- 
stuffs as  butter,  sugar,  and  eggs.  In  case  of  acceptance  of  this 
recommendation,  the  committees  were  empowered  to  proclaim  at 
once  the  prohibition  of  the  baking  of  these  articles,  a  prohibition 
which  the  population  was  required  to  observe.  A  similar  measure 

«  Cf.  Chapter  II.  "  Cf.  Chapter  IV. 
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was  adopted  in  the  case  of  sweetmeats,  of  which  expensive  grades 
were  prohibited,  and  uniform,  cheap  grades  were  alone  permitted/ 

Ration  Card  System  Extended  to  Entire  Nation 
by  the  Provisional  Government. 

Rationing  of  consumption  under  a  card  system  on  a  national 
scale,  extending  to  all  essential  foodstuffs,  was  instituted  only  after 
the  establishment  of  the  Provisional  Government.  In  connection 
with  the  law  on  the  State  control  of  grain,  an  order  was  issued  by 
the  Minister  of  Agriculture  on  April  29  (superseded  by  the  order 
of  the  Minister  of  Food  Supply  of  June  26,  1917),  by  which  the 
consumption  of  cereals  was  put  on  a  ration  basis.  It  provided  that 
all  cereals  (rye,  wheat,  spelt,  millet,  buckwheat,  lentils,  beans,  peas, 
maize,  and  every  kind  of  flour  and  grits)  should  be  distributed 
equally,  through  the  medium  of  the  food  supply  committees,  and 
that  increased  bread  rations  should  be  issued  to  persons  engaged  in 
heavy  physical  labor.  The  kinds  and  qualities  of  the  products  and 
the  methods  and  principles  of  their  distribution  were  to  be  pre- 
scribed by  the  provincial  food  supply  committees  or,  upon  their  in- 
structions, by  the  subordinate  local  food  supply  committees. 

The  maximum  monthly  ration  in  rural  areas  was  not  to  exceed 
the  ration  provided  by  the  state  grain  control  law,  that  is,  fifty  Rus- 
sian pounds  of  grain  for  each  member  of  the  family,  or  sixty 
pounds  for  each  worker,  and  10  zolotniks*  of  grits  a  day  per  head, 
and  the  grits  ration  might  be  either  raised  or  lowered,  with  cor- 
responding changes  in  the  grain  ration.  The  maximum  ration  in 
urban  communities  was  to  be  25  Russian  pounds  of  flour  and  3 
Russian  pounds  of  grits  a  month  per  head,  with  augmented  rations 
for  persons  employed  on  heavy  physical  labor,  but  not  to  exceed 
37^2  Russian  pounds  of  flour  a  month.  Flour  and  other  cereal 
products  to  be  used  in  making  bread,  macaroni,  and  other  fari- 
naceous pastes  were  to  be  issued  as  pai't  of  the  general  rations,  and 
it  was  required  that  the  entire  output  be  accounted  for  and  that  the 
prices  and  the  distribution  of  the  finished  product  should  be  appro- 
priately regulated.  The  allowances  of  products  made  of  flour  had 
to  agree  with  the  flour  rations.  While  the  above  rations  were  to  be 
the  maximum  allowed,  they  were  not  by  any  means  obligatory  upon 

'  Cf.  Chapter  X. 

*  One  Russian  pound  =  96  zolotniks  =: 0.9  lb.;  one  zolotnik  =  0. 15  ounce. 
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the  supply  organizations.  In  all  the  cities  and  other  districts  of  an 
urban  character  distribution  was  to  be  made  on  cards  only.  In  rural 
localities,  the  mode  of  distribution  was  settled  by  the  food  supply 
committees,  and  equality  was  to  be  assured  by  some  kind  of  formal 
control. 

Model  Instruction  of  June  6,  1917. 

The  methods  to  be  followed  in  applying  the  card  system  of  ra- 
tioning were  prescribed  in  a  special  "Model  Instruction  for  the  Or- 
ganization of  the  Card  S3'stem  of  Distribution  of  Flour  and  Bread 
in  Cities  and  Areas  of  an  Urban  Character"  issued  June  6,  1917. 
The  card  system  was  to  follow  this  instruction,  but  to  take  into  ac- 
count local  conditions.  The  salient  points  of  this  instruction  were 
as  follows. 

The  card  system  of  distribution  includes  the  entire  population, 
except  the  military,  who  are  supplied  by  the  War  Department 
direct  under  a  special  arrangement.  The  population  is  recorded  by 
a  house  to  house  enumeration,  in  accordance  with  the  detailed  regu- 
lations ]3rovided  in  the  instruction.  Cards  or  booklets  with  coupons 
are  used  for  the  work  of  distribution,  and  may  be  of  the  following 
types:  (1)  individual  cards;  (2)  collective  cards,  issued  for  a  whole 
family  or  other  group  of  persons  {artel,  hospital,  asylum,  poor- 
house,  etc.)  ;  (3)  extra  ration  cards,  for  those  engaged  in  heavy 
ph3'^sical  labor;  (4)  cards  for  temporary  residents,  with  a  limited 
number  of  coupons;  and  (5)  cards  with  fractional  ration  coupons, 
entitling  only  to  one-half  or  one-fourth  rations,  for  bread  to  be 
issued  to  customers  in  restaurants.  In  appearance,  the  cards  should 
be  such  as  to  sliow  that  the  coupons  detached  from  them  are  proper 
vouchers  for  the  rations  issued.  The  coupons  may  be  of  two  forms: 
(1)  indicating  what  ration  is  to  be  issued,  and  (2)  without  such 
indication.  In  the  latter  event,  the  ration  is  to  be  prescribed  for  a 
stated  period  by  the  food  supply  organs.  The  cards  are  issued  free 
of  charge,  but  the  cost  of  printing  them,  together  with  other  ex- 
penses, is  added  to  the  price  of  the  article.  The  distribution  of  the 
cards  is  made  through  the  janitors,  or  through  the  landlords  or 
their  agents,  and  cards  must  be  signed  by  the  issuing  person.  Each 
card  bears  the  house  number  and  name  of  the  street,  and  the  per- 
sonal signature  of  the  recipient.  The  identity  of  illiterate  recipients 
who  cannot  sign  their  name  must  be  attested  by  the  person  issuing 
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the  card.  If  the  consumers  are  to  be  assigned  to  certain  specified 
jDlaces  of  supply,  the  fact  should  be  noted  on  the  card.  Transfer  of 
cards  to  others  is  prohibited.  In  case  of  absence  for  a  period  ex- 
ceeding that  covered  by  the  card,  the  holder  hands  the  card  over  to 
the  administration  of  the  dwelling  house  or  tenement. 

In  connection  with  the  establishment  of  the  card  system,  a  cen- 
sus is  to  be  taken  of  bakeries  and  other  places  dealing  in  flour  and 
bread,  in  order  to  ascertain  their  capacity  of  production,  and  those 
undertakings  to  wliich  flour  and  bread  will  be  issued  for  final  dis- 
tribution among  the  consumers  are  to  be  listed.  As  for  restaurants 
and  other  public  eating-places,  it  is  desirable  that  they  should  be 
supplied  with  bread  in  the  usual  manner  and  that  they  should  sell 
such  products  on  cards  only,  either  against  full  or  fractional  ra- 
tion coupons.  If  this  should  prove  impracticable,  they  are  to  be 
supplied  according  to  the  average  number  of  their  customers,  in 
such  a  manner  that  restaurants  of  the  first  and  second  class  should 
receive  one-quarter,  and  other  places  one-half  of  the  basic  allowance 
per  customer.  Schools,  kindergartens,  day-nurseries,  and  similar 
institutions  are  to  be  sup])lied,  not  on  ration  cards,  but  under  spe- 
cial regulations  drawn  up  by  the  food  supply  authorities. 

As  soon  as  the  card  system  begins  to  function,  bread  and  flour 
are  to  be  issued  on  cards  only,  and  this  only  at  stores,  cooperative 
societies,  and  other  institutions  officiall}'  registered  for  this  purpose 
by  the  food  supply  authorities.  To  accelerate  and  ensure  a  proper 
distribution,  the  consumers  are  assigned  to  definite  places  of  dis- 
tribution, and  the  latter  are  furnished  with  lists  of  such  persons. 
The  owners  of  these  places  are  required  (1)  to  issue  products  ex- 
clusively on  presentation  of  the  proper  cards,  coupons  attached, 
which  answer  all  formal  requirements,  (2)  to  sell  at  fixed  prices 
only,  and  (3)  to  carry  out  all  orders  of  the  food  supply  organs 
having  reference  to  the  sale  of  bread  and  flour.  In  order  that  their 
sales  may  be  checked,  the  owners  must  admit  special  inspectors  ap- 
pointed for  such  supervision  by  the  food  supply  organs.  Customers 
may  demand  a  verification  of  the  weight  of  the  goods  sold  to  them. 
To  avoid  the  formation  of  long  lines  in  front  of  the  shops  and  to 
save  time,  goods  may  be  obtained  for  more  than  a  day  in  advance, 
provided  that  the  food  supply  organs  give  the  permission. 

For  each  bakery  and  store,  the  amount  of  flour  received,  the 
amount  of  bread  baked,  received,  and  sold,  as  well  as  the  amount  of 
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flour  and  bread  still  on  hand,  shall  be  noted  every  day  in  a  special 
record.  The  sales  of  flour  and  bread  are  accounted  for  by  the 
coupons  of  the  ration  cards,  which  are  to  be  handed  in  to  the  proper 
authorities  by  bakeries  and  stores  in  methodical  order,  grouped  ac- 
cording to  the  diff'erent  classes  of  rations.  The  limit  of  overweight 
allowance  for  the  flour  used  by  the  bakers  is  prescribed  by  the  food 
supply  organs  as  may  be  necessary,  but  must  not  exceed  4  per  cent 
of  the  total  amount.  The  ration  card  regulations  shall  be  binding 
on  the  provincial  food  supply  committees. 

Sugar  Cards. 

The  above  regulations  for  the  distribution  of  flour  and  bread 
served  as  models  for  the  organization  of  the  distribution  of  other 
products.  On  June  14,  1917,  the  regulations  for  the  distribution  of 
sugar  were  confirmed,  together  with  a  special  instruction  repre- 
senting a  variant  of  that  outlined  above.  For  the  proper  distribu- 
tion of  the  sugar,  the  population  was  divided  into  three  categories : 
rural,  urban,  and  special,  the  latter  including  cities  with  a  popula- 
tion over  500,000  and  workers  employed  in  establishments  serving 
the  needs  of  national  defense.  The  monthly  per  capita  allowances 
were:  five-sixths  of  a  Russian  pound  for  rural  inhabitants,  one  and 
a  half  Russian  pounds  for  the  urban  population,  and  two  Russian 
pounds  for  the  special  classes.  The  rations  were  to  be  determined 
by  the  provincial,  territorial,  and  municipal  supply  committees  re- 
spectively. Extra  allowances  of  sugar  were  provided  for  hospitals, 
restaurants,  tea-houses,  pharmacies,  and  temporary  residents,  to  the 
extent  of  5  per  cent  of  the  total. 

In  the  following  points  this  instruction  differed  from  that  gov- 
erning the  distribution  of  flour  and  bread :  Two  additional  types  of 
ration  cards  were  provided,  namely,  "community  cards,"  issued  for 
entire  villages,  and  "special  cards,"  for  those  employed  on  work  for 
national  defense.  The  sugar  cards  might  be  printed  separately  or 
as  annexes  to  cards  for  other  products.  In  cities  and  towns,  the 
cards  were  printed  according  to  the  model  adopted  for  the  com- 
munity in  question.  In  the  rural  districts,  the  cards  were  prepared 
by  the  provincial  food  supply  administrations,  and  these  forms  were 
to  be  used  throughout  the  province.  In  urban  communities,  the 
cards  were  issued  in  the  same  way  as  those  for  flour  and  bread;  in 
rural  localities,  they  were  issued  by  the  volost  food  supply  adminis- 
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trations  or  by  persons  or  institutions  authorized  for  the  purpose  by 
the  volost  organs.  Cards  issued  in  the  rural  districts  had  to  show  the 
name  of  the  village,  or  farm,  and  the  name  of  the  recij^ient  was  to 
be  noted  on  the  corresponding  list.  On  leaving  his  residence  for  an- 
other place,  the  holder  was  required  to  surrender  his  ration  card 
and  obtain  a  certificate  to  show  the  date  up  to  which  he  was  sup- 
plied with  sugar.  After  his  arrival  at  his  new  residence,  he  would  be 
given  a  new  card,  but  only  upon  presentation  of  such  a  certificate. 

Actual  Extent  of  the  Card  System. 

The  extension  of  the  ration  cards  for  meat  to  the  whole  of  the 
empire  was  decided  upon  by  the  State  Food  Committee,  but  was 
never  enforced. 

To  what  extent  was  the  generally  compulsory  card  system  for 
other  commodities  put  into  actual  operation.^  As  we  have  no  re- 
hable  data  on  this  subject,  we  are  unable  to  give  a  definite  answer. 
But  we  have  good  reason  to  suppose  that  ration  cards  or  some  other 
similar  method  of  rationing  sugar  was  common  in  rural  districts 
as  early  as  the  spring  of  1917;  that  it  was  the  rule  in  the  cities 
and  was  extensively,  perhaps  even  generally,  used  in  rural  lo- 
calities. As  for  bread  cards,  we  have  no  data  to  show  that  they 
were  in  general  use,  but  they  were  being  rapidly  adopted.  In  the 
early  summer  of  1917  an  inquiry  by  the  Moscow  Soviet  showed 
that,  out  of  thirty-seven  provinces  answering  the  questionnaires, 
twenty-eight  provinces  had  adopted  bread  cards  in  both  urban  and 
rural  communities,  and  one  province  in  the  urban  communities  only. 
Five  other  provinces  were  just  about  to  introduce  the  card  system, 
and  two  had  none.  As  the  Government  was  taking  over  more  and 
more  of  the  organization  of  supply,  the  card  system  was  becoming 
the  general  rule  or,  at  all  events,  the  only  legitimate  method  of  sup- 
plying the  inhabitants,  so  that  it  was  gradually  bringing  about  a 
situation  in  which  competitive  trade  became  a  prohibited  and  il- 
legal business. 
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Measures  of  the  Principal  Committee  on  Food  Supply. 

The  transport  difficulties  resulted  at  a  comparatively  early  stage 
in  a  considerable  increase  in  the  price  of  sugar  in  the  areas  of  con- 
sumption, which  was  not  without  some  effect  upon  prices  in  the 
areas  of  jDroduction  also.  The  public  and  the  authorities  were  unani- 
mous in  regarding  this  increase  as  unwarranted  and  ascribed  it  to 
purely  speculative  inflation.  One  of  the  few  measures  taken  by  the 
Principal  Committee  on  Food  Supply  during  the  short  period  of 
its  existence  was  the  establishment  of  maximum  prices  for  lump 
sugar  in  the  producing  areas.  And  in  accordance  with  these  maxi- 
mum prices  the  local  authorities  proceeded  to  regulate  the  prices  in 
many  of  the  consuming  regions. 

However,  these  measures  proved  ineffective.  A  sugar  manufac- 
turer could  easily  avoid  them  by  refusing  to  do  any  business  at  his 
own  factory  and  effecting  his  actual  sales  outside  the  area  in  which 
the  prescribed  prices  were  in  force.  Moreover,  it  was  manifestly 
unfair  to  fix  prices  for  lump  sugar  only,  since  lump  sugar  is  cal- 
culated on  the  basis  of  granulated  sugar  prices,  and  the  latter  were 
not  dealt  with  at  all. 

The  whole  problem  was  revised  by  the  Special  Council,  in  its 
resolution  of  October  9,  1915.  By  this  time  it  had  already  become 
obvious  that  the  country  was  suffering  from  an  absolute  scarcity  of 
sugar,  and  the  secretariat  at  first  recommended  a  very  radical  solu- 
tion of  the  problem,  namely:  (1)  to  jjrohibit  the  export  of  sugar 
to  foreign  countries,  including  Persia;  (2)  to  proclaim  all  present 
supplies  and  the  output  of  the  1915-1916  season  State  property, 
the  prices  to  be  established  on  the  basis  of  the  cost  of  production; 
(3)  to  frame  at  once  a  schedule  for  the  transport  of  beet,  fuel,  and 
other  necessaries  to  the  factories,  under  the  actual  control  of  the 
Ministry  of  Transport;  and  (4)  to  draw  up  the  necessary  regula- 
tions for  the  proper  distribution  of  sugar. 

Sugar  Problem  Considered  by  the  Special  Council. 

The  Commission  for  Combating  the  High  Cost  of  Living  dis- 
cussed the  matter  at  its  meetings  of  September  16,  SI,  and  27,  1915. 
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It  noted  the  fact  that  existing  regulations  were  practicall}'  tanta- 
mount to  an  embargo  on  sugar  exports  to  foreign  countries,  with 
the  exception  of  Persia;  it  considered,  however,  an  embargo  on  ex- 
ports to  Persia  harmful,  and  merely  proposed  a  reduction  of  the 
exports  in  the  immediate  future  to  200,000  puds.  As  regards  the 
general  suj^ply  of  sugar  within  the  country,  there  were  two  different 
opinions.  The  majority  favored  })rice  regulation  for  both  lump  and 
granulated  sugar  in  areas  of  production  as  well  as  of  consumption. 
Should  merchants  and  refiners  refuse  to  sell  at  these  prices,  the 
Government  should  requisition  their  supplies  at  reduced  prices. 
Sugar  obtained  in  this  way  would  be  handed  over  to  municipal  in- 
stitutions and  public  organizations  for  distribution  among  the 
consumers. 

The  minority  was  in  favor  of  leaving  the  sugar  trade  on  a  com- 
petitive basis,  but  of  establishing  at  the  same  time  maximum  prices 
in  the  areas  of  production,  so  as  to  combat  profiteering,  and  at  these 
prices  the  Government  should  be  free  to  requisition  the  sugar  if 
owners  refused  to  sell,  and  transfer  such  supplies  to  municipal  and 
public  organizations  for  final  distribution.  The  only  practical  dif- 
ference was  that  a  reasonable  doubt  arose  as  to  the  right  of  the 
Chairman  of  the  Special  Council  to  regulate  prices  by  his  own 
authority.  In  the  opinion  of  the  minorit}^,  there  would  be  no  regula- 
tion of  prices,  but  only  the  establishment  of  a  maximum  price  at 
which  the  Government  would  be  at  liberty  to  requisition  sugar  to 
supply  the  dealers  in  case  the  producers  should  refuse  to  sell  at  the 
fixed  price. 

Regulations  of  October  9,  1915. 

These  doubts  were  shared  by  the  members  of  the  Special  Council ; 
they  held  that  the  regulation  of  sugar  prices  would  require  a  change 
in  the  statutes  of  the  Special  Council,  and  they  instructed  the  Com- 
mission for  Combating  the  High  Cost  of  Living  to  draft  regulations 
in  accordance  with  the  minority  report.  These  regulations,  con- 
firmed by  the  Special  Council,  were,  in  their  principal  features,  as 
follows. 

The  price  of  granulated  sugar  in  the  chief  area  of  its  production, 
that  is,  the  region  served  by  the  Southwestern  Railways,  was  fixed 
by  the  Government  as  the  basic  price,  and  the  station  of  Pogre- 
bishche  was  adopted  proyisionally  as  the  center  of  that  area.  In  the 
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other  areas  the  price  of  the  granulated  sugar  was  fixed  on  tlie  basic 
price  (5.1  rubles),  plus  freight  from  Pogrebishche  to  the  chief 
town  of  the  pro\dnce  in  each  area.  The  price  of  granulated  sugar  in 
the  consuming  areas  was  arrived  at  by  adding  the  cost  of  freight 
from  Pogrebishche  and  10  per  cent  of  5.1  rubles,  that  is,  51 
copecks,  for  overhead  charges  and  profit,  to  the  basic  price.  On  these 
principles,  a  price  list  was  worked  out  for  80  principal  centers  of 
the  empire.^  In  the  remaining  localities,  maximum  prices  were  kept 
to  the  level  prevailing  in  the  nearest  of  the  places  listed  in  the  regu- 
lations. As  regards  lump  sugar,  the  prices  were  arrived  at  by  simply 
adding  a  certain  amount  to  the  prices  of  granulated  sugar. 

In  this  manner  the  maximum  wholesale  prices  of  sugar  were 
established  throughout  the  empire.  The  purpose,  as  stated  in  the 
official  resolution,  was  to  enable  the  Government  to  ensure  the  sup- 
ply of  a  certain  amount  of  sugar  for  the  needs  of  the  population  in 
case  it  should  prove  difficult  to  procure  the  necessary  amounts  from 
refiners,  wholesalers,  commission  merchants,  and  banks,  and  to  pre- 
vent speculative  inflation  of  prices.  The  official  prices  were  made 
compulsory  for  all  owners  of  sugar  in  case  of  sales  to  the  Govern- 
ment, as  well  as  of  sale  to  public  and  business  organizations  en- 
trusted by  the  Government  with  the  purchase  of  sugar.  These 
prices,  however,  were  not  considered  compulsory  in  all  transactions, 
and  departures  therefrom  were  not  punishable  by  fine  or  imprison- 
ment. All  that  was  sought  by  these  regulations  was  to  enable  the 
commissioners  of  the  Special  Council  to  requisition,  if  necessary, 
the  required  amount  of  sugar  from  those  who  should  refuse  to  sell 
at  the  maximum  fixed  prices  to  individuals  or  organizations  desig- 
nated by  the  Government ;  and  this  was  to  be  done  at  a  reduction  of 
15  per  cent  on  the  officially  established  prices.  It  was  thought  that 
the  very  possibility  of  thus  requisitioning  any  quantity  of  sugar 
would  prove  sufficient  to  stabilize  prices  and  prevent  speculation. 
This  seemed  the  more  likely  since  the  new  prices  were  fixed  relatively 
high,  not  only  on  the  basis  of  the  already  abnormally  high  level,  but 
even  higher,  in  view  of  the  likelihood  of  a  rising  cost  of  production 
before  September  1,  1916,  the  date  up  to  which  the  maximum  prices 
had  been  fixed. 

^  On  December  1,  1915,  the  Minister  of  Agriculture  ordered  maximum 
wholesale  prices  to  be  established  in  five  additional  places  in  the  sugar-con- 
suming regions. 
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Order  of  October  30,  1915. 

These  expectations  were,  however,  disappointed.  Prices  kept  on 
rising  steadily  (by  December,  1915,  the  price  of  lump  sugar  in 
Kiev,  the  vei'y  heart  of  the  sugar  industry,  had  soared  to  8.5  ru- 
bles), and  it  became  necessary  to  consider  the  problem  of  getting 
the  sugar  to  market  at  the  fixed  prices ;  in  other  words,  it  was  now 
only  a  question  of  the  best  method  of  getting  sugar  for  the  specially 
authorized  organizations  at  these  prices.  In  the  actual  circum- 
stances, the  problem  was  made  urgent  by  the  increasing  number  of 
requests  for  such  action  received  from  zemstvos  and  municipalities. 
The  result  was  that  on  October  30  a  circular  order  was  issued  by 
the  Chairman  of  the  Special  Council  to  his  commissioners,  instruct- 
ing them  to  buy  and,  in  case  of  refusal  to  sell  by  owners,  to  requisi- 
tion all  the  sugar  needed  for  cities,  zemstvos,  and  other  food  supply 
organizations,  and  in  exceptional  cases  also  for  merchants  who 
would  guarantee  to  sell  sugar  at  fair  prices,  on  receipt  of  petitions 
to  this  effect  from  the  individuals  and  organizations  concerned.  In 
these  circumstances,  commissionei-s  in  consuming  regions  were  to 
get  into  touch  with  their  colleagues  in  the  areas  of  production. 

Buying  at  fixed  prices  was  soon  found  necessary  also  in  another 
quarter.  We  have  seen  that  the  price  of  lump  sugar  was  calculated 
by  adding  to  the  price  of  granulated  sugar  the  cost  of  refining,  plus 
a  fair  rate  of  profit.  This  price,  however,  would  be  adequate  for  the 
refiners  only  in  the  event  of  their  being  really  able  to  obtain  their 
gi'anulated  sugar  at  fixed  prices.  But  this,  the  refiners  were  com- 
plaining, had  been  practically  impossible,  and  they  had  been  forced 
to  pay  a  great  deal  more  than  the  price  fixed  for  granulated  sugar. 
The  Special  Council  could  not  fail  to  take  these  complaints  into 
consideration  and  the  result  was  that  on  December  1,  1915,  fixed 
prices  were  extended  to  granulated  sugar  purchases  by  refiners, 
with  the  threat  of  requisition  at  a  reduction  in  case  of  refusal  to 
sell  at  these  prices. 

The  same  order  (December  1)  included  an  additional  provision, 
or  amendment,  which  became  logically  indispensable  since  the  re- 
finers were  now  placed  in  the  same  class  with  public  organizations 
engaged  in  the  ultimate  distribution  of  sugar.  In  order  to  be  en- 
titled to  purchase  granulated  sugar  at  fixed  prices,  the  refiners  were 
compelled  to  agree  to  manufacture  a  corresponding  amount  of 
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lump  sugar  within  a  specified  period  and  to  sell  the  whole  output, 
derived  from  any  source  whatever,  not  only  to  the  commissioners 
of  the  Special  Council,  but  to  any  other  purchaser,  at  fixed  prices. 
Compliance  with  this  order  was  to  be  enforced  by  the  revenue 
officers. 

This  amendment,  however,  made  tlie  order  of  December  1  a  dead 
letter  for  all  practical  purposes,  since  the  refiners  preferred,  as  a 
rule,  to  buy  their  granulated  sugar  in  the  open  market,  in  the  hope 
of  being  able  to  dispose  of  their  lump  sugar  output  at  competitive 
prices. 

Order  of  January  3,  1916. 

The  Government  was  in  the  meantime  proceeding  with  its  meas- 
ures for  the  introduction  of  the  prices  decreed  on  October  9,  and 
for  the  elimination  of  competitive  prices.  One  of  the  causes  retard- 
ing the  commissioners'  sugar  purchases  on  behalf  of  organizations 
engaged  in  distributing  sugar  among  the  consumers  was  the  lack 
of  the  necessary  funds  at  the  disposal  of  the  commissioners.  As  the 
refiner  had  to  be  paid  in  cash,  the  commissioner  could  intervene  only 
when  individuals  or  institutions  asking  for  his  intervention  were  in 
a  })osition  to  produce  the  requisite  funds.  To  assist  the  commis- 
sioners in  such  operations  as  much  as  possible,  the  Government 
opened  special  credits  for  some  of  the  commissioners  in  the  sugar 
manufacturing  regions  of  Kiev,  Kharkov,  Poltava,  and  Tambov, 
and  out  of  these  credits  payment  was  to  be  made  for  sugar  bought 
on  orders  from  commissioners  in  the  consuming  sections  of  tlie 
country.  To  obtain  a  more  rapid  circulation  of  such  funds,  the  com- 
missioners were  instructed  to  buy  sugar  only  when  it  could  be 
transported  immediately,  and  it  was  provided,  furthermore,  that  the 
party  ordering  the  consignment  should  make  full  payment  at  once 
u})on  presentation  of  the  bill  of  lading. 

It  will  thus  be  seen  that  the  party  giving  the  order  in  the  area 
of  consumption  was  not  the  commissioner.  All  that  the  latter  did 
was  to  act  as  the  intermediary,  handing  over  the  bill  of  lading  to 
the  actual  purchaser,  whether  individual  or  organization,  on  pay- 
ment of  the  sum  due,  and  seeing  to  it  tliat  this  sugar  was  distributed 
among  the  inhabitants  at  the  prices  prescribed  by  tlie  commissioner, 
on  the  basis  of  the  })rices  decreed  on  October  9,  calculated  to  assure 
the  retailers  a  return  of  their  expenses  plus  normal  profit.  Only  in 
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exceptional  circumstances,  when  there  was  no  other  way  of  furnish- 
ing the  inhabitants  with  sugar  at  fair  prices,  the  commissioners 
were  empowered  to  organize  purchase  and  distribution  on  their  own 
authority  and  for  their  own  account.  But  in  all  such  cases  they 
were  expected  to  submit  to  the  Special  Council  a  statement  of  the 
reasons  for  this  action. 

Inadequacy  of  These  Measures. 

None  of  these  measures,  however,  proved  effective  in  establishing 
fixed  prices  on  a  stable  basis.  The  prices  decreed  October  9  were 
maintained  only  in  those  instances  where  a  particular  lot  of  sugar 
was  bought,  with  the  aid  of  the  commissioners,  at  the  fixed  prices 
for  a  definitely  stated  organization.  Otherwise,  business  continued 
on  a  basis  of  competitive  prices,  and  these  were  already  far  in  excess 
of  those  promulgated  on  October  9.  Under  these  conditions  it  was 
but  natural  that  the  latter  prices  should  lose  all  practical  impor- 
tance in  the  consuming  areas.  Every  attempt  to  make  these  prices 
effective,  either  by  regulation  of  the  prices  or  by  requisitioning  the 
sugar  at  the  fixed  price,  invariably  led  to  a  stoppage  of  suj)plics. 
At  best,  that  is,  after  a  brief  period  of  success,  every  such  measure 
proved  a  failure  in  the  end,  and  even,  as  a  general  rule,  harmful. 

It  became  evident  that  the  only  way  to  maintain  the  prices  fixed 
on  October  9  would  be  to  give  the  commissioners  still  wider  powers. 
The  need  of  systematizing  the  whole  business  was  the  more  ap- 
parent and  urgent  since  the  purchases  under  the  acts  of  October  30, 
1915,  and  January  3,  1916,  were  being  made  without  any  method 
whatever,  in  an  uncoordinated,  haphazard  manner.  The  casual 
fashion  in  which  the  consuming  regions  were  being  supplied  gave 
rise,  moreover,  to  discontent.  The  refiners,  likewise,  were  dissatisfied 
with  the  conditions,  which  imposed  upon  them  an  entirely  dispro- 
portionate share  of  the  burden  of  the  fixed  prices.  This  partly  ex- 
plains the  fact  that  the  sugar  manufacturers  agreed  more  or  less 
readily  to  the  proposal  to  establish  at  Kiev  a  Central  Bureau  for 
the  concentration  of  all  government  purchases  of  sugar  at  fixed 
prices. 

Central  Bureau  for  the  Concentration  of  Sugar  Purchases. 

After  this  project  had  been  carefully  discussed  at  Kiev  by  a 
special  conference  presided  over  by  the  Minister  and  attended  by 
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sugar  manufacturers,  it  was  examined  by  the  Special  Council  on 
Food  Supply  and  approved  by  its  Chairman  on  January  20,  1916. 
With  the  composition  of  this  Bureau  we  have  already  become  ac- 
quainted." It  is  important  to  bear  in  mind  that  the  original  scheme 
did  not  provide  that  the  Central  Bureau  {Centrosakhar)  should  be 
given  the  exclusive  monopoly  of  sugar  transactions ;  it  was  intended 
only  to  concentrate  all  the  buying  of  sugar  for  the  Government  and 
to  allocate  orders  among  the  various  refineries,  taking  into  con- 
sideration their  productive  capacity,  distances  from  points  of  des- 
tination, and  the  conditions  of  transport.  Private  orders  might  be 
executed  by  the  refineries  only  after  all  orders  received  through 
Centrosakhar  had  been  attended  to.  Centrosakhar  was  to  collect  all 
information  relating  to  the  stocks  of  sugar  available  at  refineries 
and  in  warehouses,  and  to  current  as  well  as  intended  production. 
Refiners  were  required  to  report  all  orders  accepted  other  than 
those  from  Centrosakhar,  with  the  names  of  the  customers,  the  price 
charged,  amount  ordered,  and  destination.  Centrosakhar  only 
placed  the  orders,  making  no  direct  payment :  this  was  to  be  made  in 
cash  by  those  persons  or  organizations  on  whose  behalf  the  order 
was  given. 

In  the  case  of  sugar  bought  for  the  needs  of  the  population,  the 
commissioner  acted  as  the  nominal  buyer,  and  he  handed  over  his 
orders  to  Centrosakhar,  instead  of  delivering  them  to  an  individual 
factory,  thus  being  only  an  intermediary  between  Centrosakhar 
and  the  actual  purchaser.  As  regards  the  army,  the  purchasing  of 
sugar  for  its  requirements  was  transferred  to  the  Ministry  of  Agri- 
culture only  after  the  establishment  of  Centrosakhar.  The  latter 
then  was  given  orders  by  the  High  Commissioner  for  Grain  Pur- 
chases, and  he,  in  turn,  received  his  orders  from  the  Army  Supply 
Department.  Separate  army  units  could  obtain  their  sugar  supplies 
through  the  commissioners,  in  the  usual  manner. 

Such  a  late  inclusion  of  the  sugar  purchases  for  the  army  in  the 
program  of  the  Ministry  of  Agriculture  shows  that  the  regulation 
of  the  sugar  supply  was  not  dictated  by  any  immediate  require- 
ment of  the  army,  but  had  for  its  object  the  establishment  of  fair 
prices  in  the  market,  to  combat  the  rising  tendency  in  sugar  prices. 
As  far  as  the  army  was  concerned,  the  simplest  method  would  have 
been,  after  concentration  of  sugar  production  under  a  single  au- 
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thority  had  been  achieved,  either  to  take  or  to  attach  whatever 
sugar  it  needed,  at  the  refineries,  leaving  the  surplus  to  the  open 
market.  Such  a  plan  was  repeatedly  urged  upon  the  Government  by 
the  refiners  themselves.  But  since  it  had  already  embarked  upon  the 
other  scheme,  the  Government  had  to  go  further. 

Growing  Demand  for,  and  General  Scarcity  of.  Sugar. 

In  the  first  place,  when  it  authorized  the  commissioners  to  buy 
sugar  for  supply  organizations  under  their  control,  the  Government 
had  to  place  certain  limits  upon  their  powers.  It  was  definitely 
known  that  the  output  of  sugar  was  not  sufficient  to  meet  the  de- 
mand, so  long  as  the  demand  was  not  kept  down  by  rising  prices  and 
was  subject  to  definitely  fixed  maximum  prices  for  a  year  ahead. 
Consumption  of  sugar,  which  was  still  cheap,  was  showing  a  marked 
tendency  to  rapid  increase,  owing  to  the  prohibition  of  the  sale  of 
liquors  and  to  the  growing  prosperity  of  the  peasantry  and,  to 
some  extent,  of  the  city  population.  This  is  why  the  Special  Coun- 
cil retained  its  right  to  regulate  the  demand  in  certain  areas.  This 
appeared  urgently  necessary,  since  an  inquiry  made  by  the  Chair- 
man of  the  Special  Council  regarding  the  monthly  sugar  quotas  for 
the  several  areas  showed  that  the  demand  was  far  in  excess  of  sup- 
ply. At  the  same  time  there  were  signs  of  a  tendency  to  local  hoard- 
ing and  a  still  brisker  demand.  It  seemed  clear  now  that  regulation 
would  either  have  to  be  pushed  to  its  ultimate  conclusion  or  aban- 
doned altogether,  so  as  to  leave  the  adjustment  of  supply  and  de- 
mand to  the  free  play  of  market  prices. 

Yielding  to  the  persistent  demand  of  the  public,  the  Government 
continued  in  the  path  of  regulation,  and  on  March  24,  1916,  a  de- 
cree was  issued  by  the  Ministry  of  Agriculture,  based  on  the  decision 
of  the  Special  Council,  which,  in  a  way,  may  be  regarded  as  com- 
pleting the  whole  edifice  of  national  sugar  supply.  The  decree 
abolished  the  fixed  maximum  prices  of  sugar  in  the  areas  of  con- 
sumption that  had  been  established  by  the  order  of  October  9,  1915. 
Instead,  a  unified  system  was  created  under  which  the  regulation  of 
prices  was  brought  into  close  relation  with  the  organization  of  sup- 
ply and  transport,  and  with  the  Centrosakhar  as  its  main  pivot;  it 
followed  the  general  principles  of  supply  regulation  proclaimed  and 
already  in  part  enforced  by  the  Special  Council.^  Under  this  system, 
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Ccntrosakhar  obtained  far  more  influence  than  had  been  granted  to 
it  under  the  original  plan. 

As  for  prices,  those  estabhshed  for  granulated  sugar  in  the  areas 
of  production  by  the  decree  of  October  9,  1915,  remained  in  force 
up  to  September  1,  1916.  As  regards  lump  sugar,  the  prices  were 
somewhat  increased,  in  view  of  the  fact  that  the  production  of  this 
commodity  is  not  seasonal,  but  more  evenly  distributed.  For  this 
reason  alone,  if  for  no  other,  lump  sugar  was  already  experiencing 
the  effects  of  high  prices,  a  point  that  had  not  been  considered  in 
the  original  price  schedule.  On  the  basis  of  the  prices  thus  fixed,  an 
order  of  the  Minister  of  Agriculture  of  February  12,  1916,*  in- 
structed the  commissioners  to  regulate  both  wholesale  and  retail 
prices  in  all  the  provinces  and  territories  of  the  empire,  producing 
as  well  as  consuming. 

The  practical  introduction  of  the  fixed  prices  and  the  regulation 
of  prices  on  this  basis  was  assured  by  the  following  measures. 

In  the  first  place,  the  permission  of  Centrosakhar  and  the  com- 
missioners had  to  be  obtained  for  all  consignments  of  sugar.  No 
sugar  could  be  sent  from  the  producing  provinces  by  rail  or  water 
unless  such  permits  had  been  obtained,  while  sugar  bought  for  the 
needs  of  the  civilian  population  had  to  be  consigned  to  the  commis- 
sioners only.  Non-producing  provinces  might  dispatch  sugar  only 
with  the  consent  of  the  commissioners,  and  had  to  consign  such 
sugar  to  the  commissioners  themselves. 

In  the  second  place,  Centrosakhar  was  required  to  issue  permits 
for  the  transport  of  sugar  only  on  condition  that  the  sugar  should 
be  distributed  equitably  among  the  different  parts  of  the  empire 
and  only  within  the  limits  of  their  normal  demand. 

In  the  third  place,  while  it  was  not  as  yet  required  that  every 
purchase  of  sugar  should  be  authorized  by  the  commissioners  (as 
regards  such  as  were  authorized  the  commissioners  would  naturally 
see  to  the  observance  of  the  prescribed  prices  in  the  distribution) 
and  while  Centrosakhar  might  issue  permits  also  for  privately 
bought  consignments  of  sugar,  it  was  necessary  even  in  respect  of 
the  latter  that  certain  conditions  should  be  fulfilled.  The  purchasers 
were  requested  to  present  declarations  from  the  respective  commis- 
sioners certifying  that  the  individual  or  institution  buying  the 
sugar  had  agreed  to  dispose  of  it  at  the  regulated  wholesale  price 

*  Ibid. 
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and  to  abide  by  the  method  of  distribution  estabhshed  by  the  com- 
missioners. 

Lastly,  to  prevent  the  sugar  distribution  by  Ccntrosakhar  from 
becoming  a  dead  letter,  owing  to  transport  difficulties,  Ccntro- 
sakhar was  requested  to  draw  up  a  national  schedule  of  sugar 
transport  for  a  month  in  advance,  so  that  it  might  be  passed  on  in 
good  time  to  the  Directing  Committee  of  Railway  Traffic  for  final 
arrangements.  In  order  to  prevent  undue  fluctuations  in  the  sched- 
ule of  transport  through  the  failure  of  refineries  to  load  the  goods 
at  the  designated  stations  and  on  the  scheduled  dates,  deliberate  re- 
fusal to  load  was  made  equivalent  to  a  refusal  to  sell  at  the  fixed 
jjrices,  and  entailed  a  punitive  reduction  of  15  per  cent  in  the  price. 

The  machinery  for  supplying  the  nation  with  sugar  was  thus 
practically  ready,  and  on  April  6  the  Chairman  of  the  Special 
Council  instructed  his  commissioners  in  the  details  of  the  new  ar- 
rangement by  a  special  circular,  ordering  them  (1)  to  work  out  the 
necessary  price  regulations;  (2)  to  purchase,  through  Centro- 
sahhar,  the  monthl}^  quotas  of  sugar  for  the  account  of  the 
zemstvos,  municipalities,  and  dealers  who  agreed  to  abide  by  the 
prices  and  terms  prescribed  by  the  commissioners,  or  to  file  a  state- 
ment that  a  similar  quantity  of  sugar  had  been  purchased  on  simi- 
lar terms  from  private  dealers ;  (3)  to  proceed  with  the  actual  ar- 
rangements for  the  distribution  of  the  sugar  among  the  inhabitants 
at  the  prescribed  prices;  (4)  where  it  was  found  that  stocks  of 
sugar  were  purposely  withheld  from  the  market,  to  ask  permission 
to  requisition  such  supplies  for  delivery  to  organizations  distribut- 
ing sugar  at  the  official  prices;  and  (5)  to  utilize  the  refiners'  whole- 
sale organizations  as  much  as  possible  in  wholesale  transactions,  on 
condition  that  these  organizations  submitted  to  the  orders  of  the 
commissioners." 

Order  of  May  26,  1916. 

The  order  issued  by  the  Minister  of  Agriculture  on  May  26, 
1916,  constituted  the  final  step.  Henceforth  sugar  might  be  bought 

°  An  order  issued  May  10,  1916,  authorized  the  commissioners  to  requisi- 
tion all  sugar  entering  their  province  by  rail,  water,  or  carriage,  wliich  was 
not  consigned  to  the  commissioners  and  had  no  permit  from  Centrosakhar,  if 
dispatclied  after  March  21,  and  to  apprise  both  the  Chairman  of  the  Special 
Council  and  Centrosakhar  of  such  requisitions. 
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at  refineries  and  warehouses  only  on  order  of  the  High  Commis- 
sioner of  the  Ministry  of  Agriculture  or  of  the  commissioners  of  the 
Chairman  of  the  Special  Council,  that  is,  through  the  machinery  of 
Ccntrosakhar.  This  was  the  only  means  of  securing  that  the  output 
of  sugar  should  be  kept  under  strict  control  and  accounted  for, 
since  it  was  found  that  the  impossibility  of  dispatching  sugar  from 
the  factory  by  rail  or  water  unless  a  permit  was  obtained  from 
Ccntrosakhar  had  enormously  stimulated  the  flow  of  sugar  from 
the  factories  by  horse  and  wagon  routes." 

The  order  of  May  26,  1916,  did  away  with  the  system  of  indi- 
vidual settlements  between  purchasers,  whether  they  were  commis- 
sioners or  private  persons  and  organizations,  and  factories.  Hence- 
forth, every  account  had  to  be  settled  by  Centrosahhar  exclusively. 
The  main  reason  for  this  provision  was  that  when  settlements  were 
made  direct  with  the  factories  it  was  impossible  to  tell  whether  some 
additional  payment  had  not  been  made  beyond  the  fixed  price.  The 
only  way  to  make  the  new  system  effective  would  be  to  accustom  the 
manufacturers  to  the  idea  that  fixed  prices  had  come  to  stay  and 
that  there  was  no  chance  of  circumventing  them.  But  such  a  state 
of  mind  could  be  induced  only  if  all  private  dealings  and  settlements 
were  abolished.  This  is  what  the  order  of  May  26  ensured.  From 
this  date  forward,  all  factories  were  aware  that  they  had  to  deal  with 
Ccntrosakhar  alone. 

By  these  means  the  Government  obtained  complete  control  of  the 
machinery  of  supply.  Its  principal  function,  the  wholesale  distribu- 
tion of  sugar  throughout  the  country,  was  now  in  the  hands  of  the 
Government.  While  retail  distribution  was  still  possible  in  private 
business,  this,  too,  had  been  made  subject  to  public  supervision.  To 
prevent  breaches  of  the  rules  relating  to  local  distribution  laid  down 
by  the  local  commissioners,  the  order  of  May  26  provided  that  sugar 

^  On  June  1,  Ccntrosakhar  was  instructed  to  requisition,  without  the  de- 
duction of  15  per  cent  from  the  price,  all  sugar  stored  in  the  producing  re- 
gions and  released  by  the  manufacturers  without  Centrosakhar's  sanction. 
This  was  due  to  the  fact  that  a  large  amount  of  sugar  had  left  the  refineries 
by  horse  and  wagon  routes  after  the  order  of  March  24,  and  that  this  order 
came  into  actual  effect  rather  late,  thus  permitting  the  refiners,  on  learning 
what  was  intended,  to  remove  a  considerable  amount  of  sugar  also  by  rail. 
The  total  amount  of  sugar  thus  removed  to  warehouses  and  loaded  in  trucks 
without  the  sanction  of  Ccntrosakhar  was  estimated  at  about  two  million  puds. 
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might  be  transported  within  the  Hmits  of  a  province  or  territory 
only  with  the  sanction  of  the  local  commissioner. 

National  Schedule  of  Sugar  Supply. 

With  the  completion  of  the  initial  measures  of  organization  in 
this  field,  it  next  became  necessary  to  consider  a  schedule  of  local 
supply  and  distribution.  Provision  had  to  be  made  for  the  proper 
distribution  of  the  sugar  available  for  the  civilian  population  after 
the  needs  of  the  army  had  been  met.  The  estimates  prepared  by  the 
secretariat  of  the  Special  Council  on  the  basis  of  transport  returns 
and  export  and  import  statistics^  in  order  to  ascertain  the  pre-war 
supply  of  sugar  to  the  various  provinces  and  territories  of  the  em- 
pire proved  practically  useless.  It  was  not  now  a  question  of  obtain- 
ing the  figures  of  the  probable  demand,  to  be  satisfied  in  full,  but  of 
the  equitable  distribution  of  the  available  supply,  which  was  far 
from  adequate.  The  mere  fact  that  a  particular  province  consumed 
a  certain  amount  of  sugar  before  the  War  did  not  in  itself  warrant 
the  assumption  that  the  same  quantity  would  be  sufficient  to  meet 
the  1916  demand,  for  this  had  greatly  increased.  It  was  self-evident 
that,  whatever  method  was  used  in  the  distribution  of  sugar,  there 
was  not  enough  of  it  to  meet  all  requirements  and  distribution  would 
have  to  be  based  upon  this  fact.  Under  these  conditions  a  blind 
adoption  of  the  ratios  prevailing  for  the  various  localities  before 
the  War  would  undoubtedly  be  wrong.  A  different  rule  was  there- 
fore adopted,  which,  while  taking  account,  up  to  a  certain  point,  of 
the  pre-war  figures,  which  were  normally  much  lower  in  the  country 
than  in  the  towns,  disregarded  local  conditions  and  differences  al- 
most entirely  and  was  based  on  the  principle  of  equal  distribution 
among  all  the  inhabitants.  The  amount  of  sugar  required  for  each 
commissioner's  area  was  calculated  on  the  basis  of  population 
figures.  The  monthly  per  capita  allowances  were  laid  down  as  fol- 
lows: for  Petrograd  and  Moscow,  four  Russian  pounds;^  for  cities 
with  more  than  150,000  inhabitants,  two  and  a  half  Russian 
pounds ;  for  other  cities,  one  and  a  half  Russian  pounds ;  for  rural 
areas,  five-sixths  of  a  pound;  while  for  provinces  in  the  war  zone 

This  investigation  was  carried  out  by  M.  Breiterman  and  published  by 
the  secretariat  of  the  Special  Council  under  the  title  of  Potrehlenie  Sakhara  v 
Rossii  {Sugar  Consumption  m  Russia). 
«  Cf.  p.  169,  n.  8. 
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and  those  that  were  producing  sugar,  additional  rations  were  pro- 
vided. In  this  way  the  montlily  quota  of  sugar  of  each  particular 
area  was  determined. 

To  put  the  supply  on  a  proper  footing  at  once,  allowance  for  a 
two  months'  supply  was  made  in  the  national  transport  schedule  for 
June,  and  commissioners  were  notified  that  this  allowance  must 
satisfy  their  respective  territories  during  June  and  July  (circular 
order  of  June  17,  1916).  But  the  quotas  allowed  to  eacli  area  did 
not  of  themselves  guarantee  actual  distribution  of  these  allowances 
among  the  ultimate  consumers.  Final  distribution  was  left  to  the 
discretion  of  the  commissioner  and  his  council,  according  to  local 
conditions.  Commissioners  were  instructed  only  to  pay  special  at- 
tention to  the  supj^ly  of  persons  employed  in  establishments  work- 
ing for  national  defense,  and  sweetmeat  factories  and  canneries 
turning  out  cheaper  grades  of  goods  for  popular  consumption. 

Further  Changes  in  Sugar  Rationing. 

Later  on,  there  were  further  changes  in  the  distribution  of  sugar. 
The  four-pounds  allowance  for  the  inhabitants  of  Petrograd  and 
Moscow  had  been  granted  because  of  the  large  number  of  sugar- 
converting  works  in  those  cities.  After  Sejitember,  1916,  special 
allowances  were  made  for  all  works  using  sugar  in  manufacturing 
processes  and  for  tea-shops  and  restaurants,  and  the  ration  was  re- 
duced to  three  pounds  a  month.  For  the  rest  of  the  population  in 
the  provinces  in  which  the  capitals  were  situated,  the  allowance  was 
increased  to  two  pounds  in  the  towns  and  one  pound  in  the  country. 
Additional  rations  were  allowed  to  the  working  population:  those 
employed  on  work  for  national  defense  were  entitled  to  five  pounds 
(two  for  the  worker  and  three  for  the  family),  miners  were  to  re- 
ceive two  and  a  half  pounds,  and  all  other  workers,  two  pounds. 
Sugar  factories  were  authorized  to  retain  for  their  workers,  with 
the  consent  of  Centrosakhar,  up  to  1  per  cent  of  their  annual  pro- 
duction. 

It  must  be  stated  emphatically  that  these  rations,  introduced  in 
the  third  year  of  the  War,  did  not  necessarily  mean  that  less  sugar 
was  consumed  than  before  the  War.  For  the  three-year  period 
1911-1913,  the  average  monthly  sugar  consumption  of  the  nation 
was  6.3  million  puds,  equal  to  an  annual  consumption  per  head  of 
18.13  Russian  pounds.  During  the  period  when  the  government 
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distribution  was  developing  (September,  1916 — January,  1917), 
the  average  monthly  quota  was  approximately  7  million  puds,  being 
7,228,000  puds  in  December,  1916,  and  7,634,000  in  January, 
1917.  It  will  thus  be  seen  that  the  consum])tion  was  then  far  in 
excess  of  the  pre-war  period.  No  doubt,  a  great  deal  of  sugar  went 
to  the  front,  which  was  abundantly  supplied  (five  and  three-eighths 
pounds  per  soldier;  only  after  September,  1916,  was  this  ration  re- 
duced to  three  and  seven-eighths  jjounds  a  month,  the  other  two 
pounds  being  replaced  by  a  money  payment).  But  the  share  that 
went  to  the  civilian  population  was  approximately  the  same  as  be- 
fore the  War.  If  nevertheless  a  dearth  of  sugar  was  experienced  in 
the  country,  making  it  necessary  to  introduce  card  rationing,  it 
was  only  because  the  sugar  remained  cheap  in  price,  while  the  de- 
mand was  far  above  that  before  the  War. 

General  Features  of  the  Sugar  Supply  Organization 
at  the  Beginning  of  1917. 

Let  us  now  review  broadly  the  organization  of  the  sugar  supply 
as  it  existed  at  the  beginning  of  1917.  Centrosakhar  is  placed  in  full 
control  of  all  sugar  production  at  fixed  prices.®  No  sugar  might  be 
loaded  or  transported  without  permits  issued  by  Centrosakhar, 
which  distributes  it  to  commissioners  and  to  supply  organs  (Army 
Supply  Department,  zemstvos,  munici2:)alities) ,  in  accordance  with 
a  monthly  transport  schedule  worked  out  beforehand.  The  release 
(and  especially  the  weighing)  of  the  sugar  for  transport  takes 
place  under  the  direct  supervision  of  the  revenue  inspectors  and 
under  the  general  control  of  Centrosakhar  officers  (it  had  a  special 
force  of  its  own  inspectors).  If  the  sugar  has  to  be  conveyed  to  the 
nearest  station  by  horse  and  wagon,  and  the  factory  delays  the  dis- 
patch, Centrosakhar  itself  attends  to  the  conveyance,  charging  the 
cost  to  the  factory.  Loadings  must  be  reported  to  Centrosakhar  by 
the  station-master  by  special  printed  forms,  apart  from  the  bill  of 
lading  to  be  forwarded  to  Centrosakhar.  On  receipt  of  the  bill  of 

"  By  order  of  the  Ministry  of  Agriculture  of  June  30,  1916,  priees  were 
fixed  also  for  broken  and  powdered  lump  sugar,  and  under  an  order  of  the 
same  Ministry  issued  November  26,  1916,  Centrosakhar  took  control  of  all 
sugar  syrups.  Other  raw  products  of  the  sugar-beet  and  refining  industries 
were  withdrawn  from  the  market,  their  sale  being  prohibited,  with  the  ex- 
ception of  some  special  cases  permitted  by  Centrosakhar.  The  only  article 
that  could  be  disposed  of  freely  by  the  refineries  was  black  molasses. 
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lading,  Centrosakhar  pays  to  the  dispatching  factory  whatever  may 
be  due  for  the  sugar,  and  then  forwards  the  bill  of  lading  to  the 
appropriate  commissioner.  In  addition  to  this,  Centrosakhar  im- 
mediately notifies  the  commissioner  concerned  of  the  date  of  con- 
signment, reporting  the  number  of  trucks  and  the  points  of  dispatch 
and  destination,  so  that  the  commissioner  may  be  able  to  obtain  his 
consignment  of  sugar  without  undue  delay  upon  its  arrival  at  des- 
tination, and  may  have  an  opportunity  of  preparing  the  funds  to 
make  timely  payment  to  Centrosakhar  on  the  receipt  of  a  duplicate 
of  the  bill  of  lading.  The  commissioners  distribute  the  sugar  as  may 
be  necessary,  to  make  sure  that  it  reaches  the  consumers  at  the 
prices  officially  prescribed. 

It  should  be  noted,  however,  that  price  regulation  for  sugar  be- 
came generally  effective  only  toward  the  close  of  1916,  in  conse- 
quence of  the  persistent  demands  of  the  central  administration, 
after  the  sugar  supply  schedule  had  actually  been  put  into  effect 
and  the  local  authorities  had  thereby  been  enabled  to  control  all  the 
supply  coming  into  the  market  and  to  feel  more  or  less  certain  of 
obtaining  the  sugar  apportioned  to  them.  At  about  the  same  time 
the  card  system  of  rationing  sugar  was  started.  The  system  had  not 
been  urged,  nor  even  recommended,  by  the  central  Government, 
which  intended  to  leave  the  matter  to  the  discretion  of  the  local  au- 
thorities. But  circumstances  made  it  inevitable  that  some  formal  ra- 
tioning of  distribution  should  be  adopted,  as  the  final  link  in  a  chain 
of  supply  measures,  and  thus  we  find  in  the  autumn  of  1916  no  less 
than  thirty  provinces  already  using  sugar  cards,  either  in  the 
larger  towns  or  throughout  the  province. 

Imports  and  Exports  of  Sugar. 

The  organization  for  the  distribution  of  sugar  was  thus  fairly 
well  established.  The  next  problem  to  be  considered  was  whether  the 
rations  that  had  been  fixed  could  be  maintained  during  the  next 
season.  This  seemed  unlikely  in  the  light  of  the  probable  output  in 
1916-1917,  and,  as  it  appeared  to  be  undesirable  to  reduce  still 
further  the  consumption  of  sugar,  the  possibilities  of  imports  from 
foreign  countries  were  seriously  debated.  Hitherto,  Russia  had  not 
been  an  importing  country  for  sugar,  and  a  high  protective  tariff 
was  maintained  on  this  article.  Russia  was,  on  the  contrary,  a  large 
exporter  of  sugar,  the  principal  markets  being  Finland  and  Persia, 
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and  Rumania  also  took  a  large  amount  of  Russian  sugar.  Russia 
could  not  stop  exports  to  Finland  and  Persia  even  in  war-time/° 
Finland  was,  after  all,  part  of  the  Russian  Empire,  and  to  Persia 
Russian  sugar  was  a  most  important  commodity,  and  it  enabled 
Russia  to  obtain  in  return  the  Persian  currency  needed  to  pay  for 
the  provisions,  chiefly  meat,  purchased  in  Persia  for  the  Russian 
Army  in  the  Caucasus.  It  appeared  therefore  necessary,  in  order  to 
keep  up  the  exports  and  put  no  further  restrictions  upon  the  do- 
mestic consumption,  to  import  a  certain  amount  of  sugar  from 
abroad. 

On  April  10,  1916,  the  Council  of  Ministers,  acting  under  the 
provisions  of  Article  87  of  the  Fundamental  Laws  of  the  Empire, 
promulgated  a  decree  ratified  by  the  Emperor,  which  permitted  the 
duty-free  importation  of  foreign  sugar  up  to  20  million  puds  until 
September  1,  1917.  This  decree  was  put  into  effect  by  an  order  of 
the  Minister  of  Finance  issued  on  January  26,  1917,  with  the  pro- 
vision that  the  necessary  permits  for  duty-exempt  imports  should 
be  issued  by  the  Minister  of  Agriculture  in  agreement  with  the  Min- 
ister of  Finance,  subject  to  conditions  to  be  laid  down  in  each  sepa- 
rate case. 

For  the  practical  exercise  of  this  right,  a  specially  appointed 
commission  elaborated  the  following  principles  to  be  followed  in 
issuing  these  import  licenses:  (1)  Settlement  of  foreign  account 
should  be  made  in  accordance  with  the  views  of  the  Credit  Office  (of 
the  Ministry  of  Finance),  so  as  to  protect  the  Russian  ruble  from 
depreciation  on  the  foreign  exchanges;  (2)  the  imported  sugar 
should  be  added  to  the  common  stock  for  distribution;  (3)  in  im- 
porting foreign  sugar,  the  first  point  to  be  considered  should  be  the 
transport  facilities,  that  is,  the  import  should  be  arranged  with  due 
regard  to  the  congested  state  of  the  railways.  It  would  naturally 
help  to  supply  fii'st  of  all  the  outlying  territories  easily  readied  by 
way  of  Vladivostok  and  Archangel. 

To  carry  out  these  principles,  several  interesting  suggestions 
were  offered,  two  among  them  deserving  special  mention.  One  was 
made  by  a  group  of  big  manufacturers  of  biscuits,  chocolates,  and 
sweetmeats,  whose  works,  in  spite  of  an  enormous  demand  for  their 

^"Generally,  all  sugar  exports  were  prohibited  as  early  as  1915,  and  by 
order  of  the  Ministry  of  Finance  of  December  11,  1916,  the  export  of  products 
derived  from  sugar  was  likewise  prohibited. 
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products,  could  not  be  run  up  to  full  capacity,  owing  to  the  limited 
supply  of  sugar  at  their  disposal.  These  manufacturers  proposed 
to  import  sugar  from  abroad  on  their  owti  account  and  deliver  such 
sugar  at  whatever  point  might  be  designated  by  the  Government, 
provided  that  they  were  enabled  to  obtain  an  equal  amount  of  Rus- 
sian sugar,  pud  for  pud.  Under  this  arrangement,  they  pointed  out, 
they  would  obtain  the  foreign  sugar  on  private  credits,  and  on 
terms  prescribed  by  the  Credit  Office,  without  much  difficulty  and 
trouble,  and  hand  it  over  to  the  Government  at  fixed  prices,  by  way 
of  barter  for  domestic  sugar;  the  importers  would  assume  the  bur- 
den of  the  difference  in  the  cost  of  foreign  sugar. 

The  other  proposal  was  finally  accepted.  This  involved  the  co- 
operation of  the  Russki  Uchotno-Ssudny  Bank  (Russian  Discount 
Loan  Bank)  in  Persia.  We  have  already  noted  the  immense  value 
of  the  Russian  sugar  export  to  Persia  as  a  means  of  securing  the 
Persian  currency  with  which  to  pay  for  the  Russian  Government's 
purchases  in  that  country.  This  made  it  highly  important  that 
there  should  be  no  reduction  in  the  volume  of  these  exports,  and  at 
the  same  time  that  they  should  be  kept  concentrated  under  a  single 
control,  not  only  for  the  reasons  just  stated,  but  likewise  for  the 
purpose  of  controlling  prices.  Formerly,  the  actual  management  of 
the  sugar  exports  to  Persia  was  in  the  hands  of  a  special  organ 
under  the  jurisdiction  of  the  Viceroy  of  the  Caucasus.  But  when 
the  feasibility  of  foreign  sugar  importation  to  Russia  was  ascer- 
tained be3'ond  doubt,  the  following  procedure  was  decided  upon: 
The  Russian  Discount  Loan  Bank  in  Persia,  as  an  institution  hav- 
ing close  relations  with  the  Russian  Ministry  of  Finance,  was  to  re- 
ceive through  Ccntrosakhar  1,500,000  puds  of  sugar,  mainly  of  the 
so-called  "Marseilles  Loaf"  variety,  specially  manufactured  for  the 
Persian  export  trade;  in  return,  this  bank  undertook  to  bring  in 
from  abroad  a  corresponding  amount  of  foreign  sugar  and  place 
this  at  the  disposal  of  Ccntrosakhar.  And,  in  consideration  of  the 
extremely  high  jirice  of  sugar  in  the  Persian  market,  the  importing 
institution  would  have  to  assume  not  onl}'  the  difference  between  the 
cost  of  the  foreign  and  domestic  product,  but  also  the  payment  of 
customs  duties. 

Neither  scheme,  however,  could  be  carried  into  effect  during  the 
pre-revolutionary  period,  and  they  remained  mere  proposals.  After 
the  Revolution,  under  the  Provisional  Government,  it  was  decided 
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to  grant  the  Moscow  People's  Bank  a  monopoly  of  foreign  sugar 
imports,  but  here,  again,  no  practical  results  followed." 

To  a  certain  extent,  however,  sugar  was  being  imported  from 
abroad,  and  that  sugar  which  had  already  been  imported  but  de- 
tained at  the  customhouse  in  Vladivostok  pending  the  settlement  of 
the  question  of  the  decree  of  October  10,  1916,  was  being  pushed 
through  over  the  congested  traffic  arteries  to  the  interior.  By  decree 
of  April  29,  1917,  permission  was  granted  to  bring  in  1,200,000 
puds  of  sugar  to  satisfy  the  needs  of  the  Far  East,  on  condition 
that  this  sugar  should  be  distributed,  at  the  rate  of  100,000  puds 
a  month,  under  the  supervision  of  a  specially  authorized  official,  at 
prices  to  be  fixed  by  him.  In  addition,  it  was  stipulated  that  only 
such  sugar  should  be  imported  as  could  be  obtained  on  a  credit  ex- 
tending to  not  less  than  eighteen  months  after  the  ratification  of  a 
peace  treaty. 

Initial  Measures  of  the  Provisional  Government  for  the 
Regulation  of  Sugar  Supply. 

At  first,  the  Px-ovisional  Government  left  the  old  system  of  sugar 
supply  in  force,  confining  itself  to  some  changes  in  the  calculation 
of  the  rations  and  a  more  careful  regulation  of  the  local  supply  or- 
ganizations. We  refer  to  the  decision  of  the  State  Food  Committee 
of  June  14,  1917,  concerning  the  manner  in  which  sugar  should  be 
distributed  until  the  new  crop  could  be  put  on  the  market.  In  its 
main  features,  this  was  as  follows :  The  population  of  the  whole 
country  was  divided  into  three  classes,  (1)  rural,  (2)  urban,  (3) 
special,  the  latter  including  the  inhabitants  of  cities  with  a  popula- 
tion of  more  than  500,000  and  persons  working  for  national  de- 
fense. The  rations  were :  for  the  first  category,  five-sixths  of  a  Rus- 
sian pound,^-  for  the  second,  one  and  a  half  pounds,  for  the  third, 
two  pounds  a  head  a  month.  The  supply  quotas  were  to  be  deter- 
mined by  the  provincial,  territorial,  or  municipal  food  supply  com- 
mittees as  the  case  might  be,  but  were  not  to  exceed  the  maximum 
quotas  allowed  for  their  respective  areas.  In  addition  to  their  nor- 
mal allowances,  they  wei'e  entitled  to  receive  an  extra  5  per  cent  for 

Almost  on  the  eve  of  the  Bolshevik  Revolution,  the  Provisional  Govern- 
ment extended  the  period  for  privileged  sugar  imports  from  abroad  for  an- 
other year  (Decree  of  October  14,  1917). 
^-  See  p.  169,  n.  8. 
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the  needs  of  hospitals,  restaurants,  tea-houses,  buffets,  etc.,  and  for 
travelers.  A  surplus  of  sugar  obtained  as  a  result  of  an  exaggerated 
estimate  of  the  population  or  from  the  5  per  cent  extra  allowances, 
might  not  be  used  to  increase  the  regular  rations,  but  had  to  be 
placed  in  reserve  and  used  in  the  quota  of  the  following  month. 

Under  the  instruction  issued  by  the  State  Food  Committee  in  con- 
nection with  the  decree  just  outlined,  the  sale  and  distribution  of 
sugar,  except  to  the  army,  which  was  provisioned  directly  by  the 
Army  Supply  Department,  was  to  be  carried  out  under  a  ration 
card  system.  Exceptions  might  be  made,  with  the  consent  of  the 
provincial  food  supply  committees,  only  in  those  rural  districts 
where  the  card  system  would  be  impossible  on  account  of  local  con- 
ditions ;  but  in  these  areas,  too,  some  other  kind  of  rationing  had  to 
be  established,  to  ensure  equitable  distribution.  The  practical  work- 
ing of  the  card  system  was  to  be  left  to  the  discretion  of  the  local 
organs  of  food  supply,  but  within  the  limits  of  a  detailed  model  in- 
struction which  was  forwarded  at  the  same  time  to  all  the  food  sup- 
ply committees  of  the  country  and  which  was  a  variant  of  the  in- 
struction issued  on  June  6,  1917,  for  the  organization  of  the  card 
system  of  distribution  for  flour  and  bread  in  cities  and  urban 
areas." 

On  September  14,  1917,  the  organization  for  the  supply  of  sugar 
as  a  component  part  of  the  general  food  supply  organization  was 
formally  abolished  and  a  government  sugar  monopoly  took  its 
place."  The  principal  features  of  this  new  decree  of  the  Provisional 
Government  were  the  following. 

The  sale  of  sugar  for  consumption  and  the  import  and  export  of 
the  same  are  the  exclusive  right  of  the  Government.  By  agreement 
between  the  Ministers  of  Finance  and  of  Food  Supply,  the  mo- 
nopoly may  be  extended  to  comprise  all  products  of  the  sugar-beet 
and  glucose  industry.  The  department  of  the  Ministry  of  Finance 
dealing  with  internal  revenue  is  charged  with  the  national  and  also 

13  Cf.  Chapter  IX. 

^*  It  should  be  noted  that  until  this  time  the  concentration  of  the  entire 
sugar  supply  organization  under  government  control  had  not  been  used  as  a 
means  of  obtaining  revenue.  The  only  thing  the  Government  did  was  to  in- 
crease the  excise  duty  from  2  rubles  to  2.8  rubles  per  pud  (Decree  of  Coun- 
cil of  Ministers,  September  16,  1916).  And  the  only  tax  laid  on  sugar  by 
Ccntrosakhar  was  5  copecks  per  pud,  to  defray  its  own  and  the  local  commis- 
sioners' administrative  expenses. 
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the  local  administration  of  the  monopoly.  All  granulated  sugar  pro- 
duced in  Russia  is  taken  over  by  the  Government  at  prices  fixed  by 
the  Ministry  of  Finance  for  each  refining  season,  based  upon  cost 
of  production  and  including :  delivery  at  the  railway  station  or  har- 
bor of  the  place  whence  it  is  dispatched ;  loading  in  trucks  or  ships, 
and  in  case  of  horse  cartage,  loading  in  warehouse  or  refinery;  and 
unloading  and  delivery  at  destination.  Refiners  may  deliver  to  the 
Government  lump  sugar  instead  of  granulated,  with  a  correspond- 
ing extra  allowance  for  the  cost  of  refining.  Sugar  acquired  by  the 
Government  is  refined  either  at  private  or  government  works,  on 
conditions  prescribed  by  the  Ministry  of  Finance.  To  ascertain  cost 
of  production,  specially  authorized  officers  from  the  Ministry  of 
Finance  may  examine  the  books  and  documents  of  refiners.  Fac- 
tories and  customhouses  may  release  sugar  only  at  the  request  of 
the  internal  revenue  authorities,  and  the  sale  of  sugar  is  permitted 
only  from  those  factories,  warehouses,  government  stores,  and  co- 
operative and  private  stores  which  are  authorized  to  that  effect,  on 
a  commission  basis. 

The  selling  prices  of  sugar,  within  the  range  of  those  minimum 
and  maximum  prices  which  are  to  be  fixed  by  special  laws,  are  to 
be  determined  by  the  Minister  of  Finance."  For  the  duration  of  the 
War,  the  army  and  population  are  to  be  supplied  with  sugar  in  ac- 
cordance with  a  schedule  approved  by  the  Ministry  of  Food  Supply 
and  the  Supreme  Economic  Committee.  Army  sugar  is  handed  over 
to  the  War  Department,  while  sugar  destined  for  the  population  at 
large  is  to  be  controlled  by  the  higher  authorities  of  the  internal 
revenue  service,  who  are  to  distribute  it  among  the  stores."  The 
requisite  funds  to  carry  the  State  monopoly  into  actual  effect  are 
to  be  appropriated  by  the  State  Treasury  under  the  proper  esti- 
mates, and  the  sums  derived  from  the  sale  of  the  sugar  will  be  en- 
tered as  receipts  of  the  Treasury. 

This  decree  was  to  be  put  into  effect  on  November  1,  1917,  but 
by  this  time  the  Provisional  Government  had  already  been  over- 
thrown by  the  Bolsheviks." 

The  limits  of  these  minimum  and  maximum  prices  were  fixed  by  the 
decree  for  the  time  being  at  37.2  to  57.2  rubles  per  pud  of  granulated,  and 
40  to  60  rubles,  of  lump  sugar. 

^®  Selling  prices  were  fixed  at  56.8  rubles  for  granulated  and  60  rubles  for 
lump  sugar. 

"  There  was  a  plan  on  foot  to  extend  government  intervention  still  fur- 
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Regulation  of  the  Confectionery  Business. 

Our  exposition  of  the  measures  that  were  taken  for  the  organiza- 
tion of  the  sugar  supply  would  be  incomplete  if  we  made  no  men- 
tion of  the  industries  that  used  sugar  in  their  manufacturing  proc- 
esses. After  it  had  taken  over  full  control  of  sugar  distribution,  the 
Government  was  inevitably  driven  to  face  the  problem  of  large  con- 
sumers of  sugar  like  the  confectionery  business.'*  It  should  be 
pointed  out  here  that  voices  were  to  be  heard  both  among  the  public 
and  in  the  Special  Council,  decidedly  opposed  to  the  idea  of  furnish- 
ing this  industry  with  sugar.  In  their  opinion  it  was  far  preferable 
that  the  general  sugar  ration  of  the  civilian  population  should  be 
raised  than  that  sugar  should  be  given  to  manufacturers  of  all  kinds 
of  sweets.  But  a  closer  study  of  the  problem  soon  showed  that  it  was 
distinctly  in  the  interest  of  the  mass  of  the  people  that  the  sweet- 
meat and  confectionery  trade  should  receive  its  requisite  supply  of 
sugar.  It  was  found,  among  other  things,  that  certain  grades  of 
such  goods  were  coming  more  and  more  into  demand,  owing  partly 
to  the  lessened  consumj^tion  of  the  lump  sugar  so  generally  used  by 
Russians  in  drinking  tea;  as  the  output  of  lump  sugar  had  been 
greatly  reduced,  the  people  were  often  unable  to  obtain  it,  and  sub- 
stitutes were  therefore  sought."  It  was  also  found  that  candies  and 
other  such  sweets  contained  up  to  two  and  a  half  times  as  much 
sweetening  substance  as  the  sugar  that  was  used  in  their  manufac- 
ture, thanks  to  the  addition  of  fruit  syrups,  honey,  chocolate,  and 
similar  ingredients. 

In  view  of  these  facts,  the  Special  Council  decided  that  it  was 
feasible  to  satisfy  the  sugar  requirements  of  the  confectionery  busi- 
ness to  a  very  large  extent.  To  organize  a  fair  distribution  of  the 
sugar  among  the  various  factories  and  to  elaborate  further  plans 

ther.  Thus  the  State  Food  Committee  at  its  June  session  resolved  "to  request 
the  Ministi-y  of  Food  Supply  to  draw  up  without  delay  a  plan  for  the  regu- 
lation of  the  entire  sugar  industry,  laying  down  as  the  basis  of  such  a  plan 
the  principle  of  a  compulsory  governmental  syndicalization  of  all  factories, 
with  a  strict  regulation  of  prices,  profits,  and  wages." 

See  A.  Zykov,  in  the  Bulletin  (Izvestia)  of  the  Special  Council  on  Food 
Supply,  February,  1917,  No.  2/31,  and  in  Izvestia  po  Prodovolstvennomu 
Delu,  No.  1/32,  May,  1917. 

^®  Lump  sugar  production  had  been  curtailed  to  save  fuel ;  cf .  Chapter  VI. 
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involving  a  reduction  in  the  number  of  grades  and  the  fixing  of 
prices,  a  special  commission  was  created  by  the  Special  Council. 

A  questionnaire  was  addressed  to  all  the  provinces  in  September, 
1916,  in  order  to  obtain  a  survey  of  the  existing  conditions  in  the 
confectionery  trade  and  to  ascertain  the  demand  for  its  products. 
Further  steps  to  regulate  these  industries  were  taken  by  the  Pro- 
visional Government,  which  issued  on  June  29,  1917,  a  special  de- 
cree concerning  this  matter. 

Under  this  decree,  sugar  might  be  used  only  in  the  manufacture 
of  tablet  chocolate,  hard  caramel  with  and  without  filling,  soft  cara- 
mel, marmalade,  and  the  so-called  "j^astille."  For  each  of  these  six 
different  kinds  of  sweets,  a  maximum  sugar  content  was  decreed. 
All  manufactures  of  this  class  were  placed  under  official  control. 
Statements  of  the  amount  of  such  products  required  had  to  be  for- 
warded by  the  Food  Supply  Committee  to  the  Ministry  of  Food 
Supply.  The  latter  elaborated  production  schedules  for  such  goods 
and  instructed  the  local  food  supply  committees  to  allocate  ordei's 
accordingly.  These  local  committees  were  further  enjoined  to  exer- 
cise constant  supervision  over  the  factories  under  their  jurisdic- 
tion. No  such  factory  might  release  goods  without  the  permission  of 
the  local  committee.  Sweetmeats  and  confectionery  received  by  the 
committees  entered  into  the  sugar  supply  quotas  on  the  basis  of 
one  and  a  half  pounds  for  each  pound  of  sugar.  All  such  sweets  were 
to  be  issued  to  the  inhabitants  on  their  sugar  cards,  at  this  ratio. 
All  authorized  products  of  the  industry  were  to  be  sold  at  prices 
fixed  by  the  State  Food  Committee.  Local  committees  arranged  the 
method  of  distribution  among  the  consumers,  and  regulated  prices. 

Supplementing  and  amplifying  this  decree,  a  special  instruction 
was  issued  on  July  22,  1917,  by  the  Ministry  of  Food  Suppl\',  de- 
tailing the  rules  for  the  control  of  factories  in  this  industry,  the 
manner  of  allocating  orders,  and  the  best  method  of  bringing  the 
goods  within  reach  of  the  consumer. 

Regulation  of  the  Potato-Syrup  Industry. 

In  conclusion,  we  should  add  a  few  words  concerning  the  regula- 
tion of  the  supply  of  potato-syrup  products.'"  Owing  to  the  limit  on 
the  further  increase  in  the  price  of  sugar  and  its  scarcity  in  the 

Cf .  S.  Zashchuk,  in  Izvestia  po  Prodovolstvennomu  Delu,  No.  2/33, 

1917. 
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confectionery  industry,  potato-syrup,  which  was  not  controlled, 
was  placed  in  an  extraordinarily  advantageous  position.  Its  price 
kept  rising  steadily,  with  the  result  that  beet-sugar,  notwithstand- 
ing that  it  was  subject  to  excise  duties,  was  quoted  in  the  market  at 
one-third  or  one-fourth  of  the  price  of  the  far  inferior  and  duty- 
exempt  syrup.  Against  this  abnormal  state  of  affairs  the  Govern- 
ment thought  it  necessary  to  take  action,  and  the  result  was  that 
the  State  Food  Committee,  at  its  meeting  of  April  9,  1917,  decided 
to  take  under  its  own  control  the  production  and  distribution  of 
potato-syrup  and  regulate  the  price. 

At  the  same  time,  while  appropriate  measures  were  being  pre- 
pared, it  was  seen  that  syrup  regulation  alone  would  be  impos- 
sible unless  the  price  of  starch  was  also  controlled.  Otherwise  all 
starch  would  go  into  manufacturing  processes  (paper,  textiles, 
cotton-print,  potato-flour,  etc.)  and  the  syrup  manufacturers  would 
be  left  without  starch.  There  was  also  some  doubt  as  to  the  possi- 
bility of  regulating  the  prices  of  starch  and  syrup  while  leaving 
unregulated  the  price  of  potatoes,  as  these  might  be  used  for  food, 
at  least  in  areas  where  transport  was  comparatively  easy,  leaving 
the  starch  factories  without  any  potatoes.  On  the  other  hand,  in 
view  of  the  expected  scarcity  of  potatoes  for  food,  it  seemed  de- 
sirable not  only  to  refrain  from  artificially  encouraging,  but  even 
to  restrict,  the  syrup  output  to  the  lowest  possible  minimum  re- 
quired to  keep  the  sweetmeat  and  confectionery  industries  running, 
after  allowing  for  the  sugar  available. 

These  considerations  brought  to  the  fore  the  question  of  work- 
ing out  a  general  production  schedule  for  S3aup,  apportioning  the 
production  to  be  decided  upon  for  the  1917-1918  season  among  the 
different  producing  areas,  and  allocating  the  orders  to  the  various 
undertakings.  To  render  such  a  plan  feasible,  it  was  necessary  to  see 
to  it  that  sufficient  starch  should  be  assured  for  the  needs  of  the 
syrup  factories. 

The  general  principles  here  outlined  were  discussed  by  the  con- 
vention of  potato-syrup  manufacturers  held  on  July  5,  1917,  and 
it  was  proposed  that  the  manufacturers  should  form  a  special  or- 
ganization which  would  enable  them  to  carry  out  this  program  with 
the  greatest  possible  efficiency  and  least  inconvenience.  Such  a  body, 
known  as  the  All-Russian  Association  of  Potato-Syrup  Manufac- 
turers, was  then  created;  based  upon  this  association,  but  with  a 
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few  changes  in  the  statutes,  an  organization  was  formed  by  order 
of  the  Ministry  of  Food  Supply  of  September  14,  1917,  for  the 
regulation  of  the  starch  and  potato-syrup  industries,  as  described 
elsewhere  in  this  volume.^^ 

The  new  organization  was  rapidly  formed  at  Moscow  and  went 
to  work  without  delay.  The  procedure  to  be  followed  in  the  pur- 
chase of  potato  starch  was  laid  down  in  the  order  of  the  INIinistry 
of  Food  Supply  issued  on  September  19,  1917.  All  buying  of  raw 
starch  in  the  producing  regions  was  concentrated  in  the  hands  of  the 
Association.  All  purchases  had  to  be  made  at  prices  fixed  by  the 
same  order,  and  starch  bought  without  the  knowledge  of  the  Asso- 
ciation was  subject  to  requisition  by  the  provincial  food  supply  com- 
mittees. On  October  19,  an  order  was  issued  by  the  Ministry  of 
Food  Supply,  fixing  prices  of  potato-flour,  dextrine,  sago,  potato- 
syrup,  and  glucose,  and  laying  down  the  following  rules  for  the 
purchase  of  these  products :  All  purchases  in  European  Russia  were 
to  pass  through  the  Association,  at  the  fixed  prices.  Factories  were 
to  deliver  the  goods  thus  purchased  to  the  nearest  station  or  port, 
on  receipt  of  an  order  from  the  Association.  But  before  giving  an 
order,  the  Association  might  insist  upon  an  advance  payment  by 
the  buyers,  sufficient  to  ensure  a  regular  settlement  of  accounts.  On 
November  8,  1917,  when  the  Soviet  coup  d'etat  had  already  taken 
place,  the  Ministry  of  Food  Supply  issued  an  order  making  it 
obligatory  to  obtain  the  permit  of  the  Association  or  its  authorized 
representatives  for  any  consignment  of  the  above  products  by  rail 
or  water.  On  November  15  was  issued  the  last  order  of  the  Ministry, 
introducing  a  few  changes  in  the  prices  fixed  for  syrup  and  starch. 

The  Association  continued  to  work  for  some  time  even  after  the 
Soviet  Revolution,  until  it  was  finally  absorbed  by  the  organs  of  the 
new  authority. 

21  Cf.  Chapter  I. 
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SALT  AND  MEAT^ 
I.  SALT 

First  Measures  of  State  Regulation  of  the  Supply  of  Salt. 

In  the  organization  of  the  supply  of  salt,  the  Special  Council  con- 
fined itself  for  a  considerable  time  to  partial  measures.  During  the 
first  half  year  of  the  existence  of  this  Council,  when  the  skeleton 
organization  of  the  sugar  supply  was  practically  completed, 
scarcely  any  measures  were  taken  to  regulate  the  salt  supply  of  the 
nation.  The  only  important  measure  taken  during  this  period  was 
to  grant  permission  to  the  Perm  commissioner  to  purchase,  at  prices 
specially  fixed  for  the  purpose,  and  to  requisition  at  a  15  per  cent 
reduction  of  price  in  case  of  refusal  to  sell,  one  million  puds  (some- 
what later  another  million)  of  Perm  salt,  to  be  distributed  among 
the  various  pubhc  organizations  in  the  province  of  Perm  and 
among  the  commissioners  in  Petrograd  and  Moscow  and  a  number 
of  provinces  normally  receiving  Perm  salt. 

This  late  action  was  attributable,  on  the  one  hand,  to  the  fact 
that  there  was  an  abundant  supply  of  salt  in  the  country,  produced 
in  different  ways  and  from  different  sources  in  many  sections  of  the 
empire.^  There  was  Bakhmut  rock  salt  and  Slavyansk  kitchen  salt 
in  the  Donets  Basin,  Baskunchak  and  Elton  lake  salt  in  the  As- 
trakhan region,  pickling  salt  in  the  region  of  Perm,  Saki  and  Ta- 
ganash  lake  salt  in  the  Crimea,  lake  salt  in  the  Iletski  area,  at 
Kuyalnik  in  the  Odessa  region,  and  in  the  Districts  of  Pavlodar  and 
Semipalatinsk,  in  the  province  of  Semipalatinsk.  On  the  other  hand, 
because  of  its  cheapness,  salt  meant  so  little  in  the  consumer's 
budget  that  even  the  substantial  increase  of  its  price  passed  com- 
paratively unnoticed.  In  respect  of  transport,  hkewise,  this  article 

^  In  view  of  the  uniformity  of  the  measures  taken,  it  is  unnecessary  to  de- 
scribe the  supply  organization  of  all  the  various  foodstuffs.  We  therefore  con- 
fine ourselves  here  to  salt  and  meat,  as  showing  a  considerable  deviation  from 
the  rule. 

^  See  articles  by  Y.  M.  Bukshpan  and  A.  I.  Zykov  in  the  Bulletin  (I2- 
vestia)  of  the  Special  Council  on  Food  Supply. 
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was  in  a  relatively  favorable  position,  as  its  deposits  were  scattered 
in  many  widely  separated  areas  and  it  was  conveyed  to  a  very  large 
extent  by  water.  Lastly,  there  could  naturally  be  no  increased  de- 
mand for  a  commodity  such  as  salt.  Nevertheless,  the  growing  diffi- 
culties of  transport  and  curtaihnent  of  production  in  some  regions, 
as  a  result  of  the  fuel  and  labor  scarcity,  forced  the  Government 
gradually  to  pay  more  and  more  attention  to  the  salt  problem, 
until  the  supply  of  the  population  with  this  article  became  an  object 
of  extensive  regulation,  ending  at  last  in  a  government  monopoly. 

Decree  of  March  12,  1916,  Fixing  the  Price  of  Perm  Salt. 

The  first  instance  of  decisive  action  by  the  Government  in  this 
field  was  in  the  case  of  Perm  salt.  A  decree  issued  on  March  12, 
1916,  established  a  fixed  price  for  this  salt,  and  the  local  commis- 
sioner was  authorized  to  buy  up  salt  at  this  price  for  commissioners 
in  a  number  of  provinces  which  normally  used  Perm  salt,  as  well  as 
for  the  commissioners  of  Petrograd  and  Moscow,  for  the  account  of 
persons  and  institutions  recommended  by  these  commissioners.  Such 
recommendations  might  be  given  both  to  public  and  to  private  or- 
ganizations, but  on  condition  that  they  offered  a  guarantee  that  the 
goods  would  be  sold  to  the  public  at  prices  regulated  by  the  com- 
missioners. 

In  actual  practice,  however,  government  intervention  went  far 
beyond  the  limits  set  by  this  decree.  Perm  salt  was  transported  by 
water,  and  little  time  was  left  for  the  utihzation  of  the  navigation 
season  then  beginning.  To  wait  for  specific  orders  from  the  several 
commissioners  would  delay  the  whole  operation.  The  Chairman  of 
the  Special  Council  accordingly  instructed  M.  Kalugin,  the  com- 
missioner for  Perm,  to  buy  up  the  entire  local  output.  The  pro- 
ducers were  paid  a  certain  sum  for  freight,  stipulated  in  advance, 
and  the  salt  was  loaded  and  dispatched  according  to  the  orders  from 
the  various  commissioners,  who  had  by  this  time  been  directed  to 
send  their  orders  to  the  Perm  commissioner. 

Organization  of  Salt  Committees  and  of  Supply,  by  the  Order 

of  April  2,  1916. 

These  provisions  for  dealing  Avith  Perm  salt  were  extended,  in  a 
final  and  more  comprehensive  form,  to  the  other  principal  areas  of 
salt  production,  by  an  order  issued  on  April  2,  1916.  Prices  were 
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now  fixed  also  for  Donets,  Crimean,  and  Astrakhan  salt.  The  salt 
committees  to  which  we  have  already  referred*  were  established  in 
these  four  areas  of  production.  If  commissioners  in  consuming  re- 
gions found  it  difRcult  to  purchase  sufficient  salt  for  their  needs, 
they  might  request  the  committees  to  buy  salt  for  whomsoever  they 
recommended.  But  such  recommendations  might  be  given  only  on 
condition  that  the  salt  was  to  be  sold  to  consumers  at  fair  prices. 
The  committee  would  then  allocate  the  commissioners'  orders  among 
the  various  j^i'oducers,  preference  being  shown  to  those  who  agreed 
to  sell  at  the  most  moderate  jDrice;  should  this  prove  impracticable, 
the  orders  were  to  be  apportioned  evenly,  at  stated  maximum  prices. 
The  committee  was  to  see  that  these  orders  were  properly  executed 
and  that  the  goods  were  loaded  up  to  time,  and  in  case  of  deliberate 
delay  it  might  requisition  the  salt  with  a  jiunitive  reduction  of  j^rice. 
The  committee  also  concentrated  all  the  information  required  with 
regard  to  salt  works  and  wholesale  dealers. 

Under  this  scheme,  the  salt  market  was  still  left  open,  but  the 
commissioners  were  at  the  same  time  enabled  to  buy  at  fixed  prices 
the  quantities  of  salt  required  by  individuals  and  organizations 
taken  under  their  control.  This,  however,  was  not  the  most  impor- 
tant consideration.  The  order  of  April  2,  as  we  have  seen,  was  based 
on  the  assumption  that  salt  would  also  be  offered  at  moderate  prices, 
since  there  was  more  than  enough  salt  to  be  found  in  some  of  the 
producing  areas.  The  whole  trouble  lay  in  the  condition  of  trans- 
port. In  view  of  this  situation,  all  transport  facilities  that  could  be 
placed  at  the  disposal  of  the  salt  industry  were  to  be  controlled,  ac- 
cording to  the  views  of  the  authorities  organizing  the  salt  supply, 
by  the  salt  committees,  under  a  national  freight  schedule  drawn 
up  with  their  active  cooperation,  with  special  regulations  for  water 
transport.  It  was  assumed,  furthermore,  that  the  purchasing  opera- 
tions could  be  safely  left  in  the  hands  of  the  salt  industry  itself,  and 
that  the  intervention  of  the  salt  committees  would  be  only  optional. 
The  permit  system  of  transport  appeared  to  be  sufficient  to  ensure 
an  adequate  supply  at  fixed  prices.* 

^  Cf.  Chapter  I. 

*  Thus,  for  example,  the  Donets  Salt  Committee,  while  it  acted  with  con- 
siderable energy  as  an  intermediary,  was  nevertheless  confined  largely  to  the 
work  of  facilitating  transport.  From  July  1  to  December  1,  1916,  only  about 
two  million  out  of  an  annual  production  of  more  than  forty  million  puds  of 
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In  these  circumstances  the  Chairman  of  the  Special  Council  is- 
sued, on  May  11,  a  circular  order  to  the  commissioners  directing 
them  to  regulate  the  prices  of  Bakhmut  and  Slavyansk  salt  on  the 
basis  of  the  price  fixed  by  the  order  of  April  2.  He  also  instructed 
them  to  issue  express-transport  permits  only  to  individuals  and  or- 
ganizations guaranteeing  to  sell  at  the  regulated  price,  and  to  en- 
list the  assistance  of  the  Kharkov  Committee  in  case  of  difficulty.  INI. 
Glinka  wrote  at  the  conclusion  of  his  circular: 

In  this  connection,  I  find  it  necessary  to  point  out  tliat  at  the  pres- 
ent time,  when  prices  have  been  fixed  in  the  Donets  region  and  a  spe- 
cial committee  has  been  created  which  will  enable  you  at  any  time  to 
buy  all  you  may  require  at  these  prices,  no  local  price  increase  should 
be  tolerated,  and  you  are  responsible  for  tlie  supervision  and  the 
proper  measures  to  make  certain  that  the  salt  in  your  province  shall 
be  sold  at  prices  regulated  according  to  the  fixed  prices. 

A  similar  circular  order  was  sent  out  to  the  commissioners  on  May 
25,  1916,  as  regards  Crimean  salt. 

Supply  Organization  of  Perm  mid  Astrahhan  Salt, 
Under  the  Decree  of  September  16,  1916. 

More  complicated  was  the  problem  of  the  Astrakhan  salt  supply. 
It  was  the  custom  to  convey  this  by  water,  up  the  Volga,  and  the 
permit  system  and  well-planned  transport  schedule,  which  played 
such  an  effective  part  in  the  regulation  of  railway  transport,  did  not 
here  apply.  The  Perm  salt  problem,  as  we  have  seen,  was  disposed  of 
in  a  radical  manner.  The  entire  output  was  bought  up  and  dis- 
patched by  the  producers  themselves,  in  their  own  way,  but  thev 
were  no  longer  free  agents ;  instead,  they  executed  the  orders  of  the 
commissioners  and  were  placed  under  the  latters'  control.  Now,  how- 
ever, it  had  become  necessary  to  settle  the  question  definitely  in  some 
practical  way  for  the  1917  season,  as  regards  both  Perm  and  As- 
trakhan salt.  This  was  accomplished  by  the  order  of  the  Minister 
of  Agriculture  of  September  16,  1916. 

Besides  raising  the  prices  of  Perm  and  Astrakhan  salt,  establish- 

salt  were  bouglit  through  this  committee.  As  purchasing  operations  went  on 
successfully  without  the  intervention  of  the  committee,  its  principal  function 
reduced  itself  to  providing  loading  facilities  at  tlie  mines  and  seeing  to  it 
that  there  was  no  delay  in  the  inclusion  of  loaded  rolling  stock  in  the  gen- 
eral freight  schedule. 
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ing  for  the  first  time  a  fixed  price  for  Iletski  salt,  and  creating  for 
the  purchase  and  distribution  of  this  salt  a  new  salt  committee  (at 
Orenburg),  this  order  contained  the  following  provisions  regarding 
the  salt  of  Perm  and  Astrakhan.  For  Astrakhan  salt,  prices  were 
fixed,  not  only  in  the  producing  regions,  that  is,  Lakes  Baskunchak 
and  Elton,  and  Vladimirovka,  but  also  at  Volga  ports.  These  prices 
were  found  by  adding  to  the  basic  prices  two  copecks  a  pud,  for  in- 
surance and  wastage,  plus  freight  charges  from  Vladimirovka  to  a 
given  port,  according  to  a  schedule  of  charges  furnished  with  the 
order.  To  see  to  the  proper  distribution  of  Astrakhan  salt  outside 
the  province  of  Astrakhan  and  to  the  actual  observance  of  the  fixed 
prices  along  the  Volga,  a  special  commissioner  was  appointed  and 
made  at  the  same  time  a  member  of  the  Astrakhan  Salt  Committee. 
Optional  at  the  outset,  the  intervention  of  a  government  supply 
authority  in  the  disposal  of  Astrakhan  and  Perm  salt  was  now  made 
compulsory.  Hereafter,  no  purchasing  operation  might  take  place 
in  the  Perm  and  Astrakhan  areas  without  the  intervention  of  the 
salt  committees  of  these  areas  and  of  the  Commissioner  for  the  Dis- 
tribution of  Astrakhan  Salt.  At  the  same  time,  all  the  salt  produced 
in  the  Perm  and  Astrakhan  regions  had  to  be  consigned  henceforth 
to  the  commissioners  exclusively.  The  latter  were  obliged  to  furnish 
in  good  time  the  data  regarding  the  salt  required  within  their  par- 
ticular areas,  to  attend  to  the  regular  settlement  of  accounts,  and  to 
see  to  it  that  sales  to  the  public  were  assured  at  prices  regulated  in 
proportion  to  the  fixed  prices. 

Preparation  of  a  National  Schedule  of  Salt  Transport. 

The  new  system  outlined  above  made  it  possible  to  expect  a  sup- 
ply of  salt  adequate  to  the  needs  of  the  population  at  a  fair  price, 
and  to  choose  among  the  many  different  sources  of  supply  and  their 
transport  routes  those  that  appeared  most  useful  and  advantageous. 
With  this  object  in  view,  a  circular  order  Avas  sent  out  to  the  com- 
missioners on  January  16,  1917,  requesting  information  as  to:  the 
annual  salt  requirements  within  each  province;  the  amount  of  salt 
that  could  possibly  be  delivered  by  water  during  the  navigation 
season  of  1917  from  the  areas  of  Astrakhan  and  Perm;  ports  of 
destination;  maximum  amount  required  between  May,  1917,  and 
April,  1918,  after  due  allowance  for  stocks  still  on  hand  in  each 
province;  and,  lastly,  how  much  salt,  whence,  and  by  what  routes. 
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should  be  dispatched  by  rail  if  water  transport  proved  unavailable. 
To  collect  the  necessary  data,  the  commissioners  were  advised  to 
call  local  conferences  of  competent  persons.  For  their  preliminary 
guidance,  they  were  furnished  with  statistical  data  on  the  quanti- 
ties of  salt  dispatched,  received,  and  consumed  in  each  province  and 
territory  of  Russia  during  the  three-year  period,  1912-1914. 

In  working  out  the  salt  transport  schedule,  as  we  have  seen,  the 
intention  was  to  unburden  the  railways  by  conveying  as  much  as 
possible  by  water.  For  this  purpose  it  was  proposed  to  try  to  extend 
as  much  as  possible  the  use  of  Astrakhan  salt,  which  could  be  easily 
produced  in  larger  quantities.  Measures  were  already  being  taken 
to  assure  facilities  for  an  increased  traffic  up  the  Volga. 

Measures  of  the  Provisional  Government. 

The  transport  of  Astrakhan  salt  in  1917  began  when  the  Revolu- 
tion had  already  occurred,  but,  in  spite  of  the  general  disorganiza- 
tion engendered  thereby,  it  proceeded  fairly  well  and  smoothly, 
largely  because  of  the  preliminary  measures  that  had  been  pre- 
viously carried  out.  To  bring  system  and  unity  into  this  complicated 
business,  the  Minister  of  Agriculture  on  March  8,  1917,  issued  an 
order  raising  the  fixed  prices  for  Astrakhan  salt  in  the  area  of  pro- 
duction and  introducing  certain  changes  in  the  organization  of  the 
supply.  The  Astrakhan  Salt  Committee  now  retained  only  the  fol- 
lowing functions:  it  ascertained  the  salt  requirements  of  the  city 
and  province  of  Astrakhan,  organized  the  distribution  of  salt  among 
the  fisheries  and  the  population,  and  determined  the  prices  to  be 
fixed  for  Astrakhan  salt.  The  duty  of  the  committee  to  intervene  in 
the  purchasing  operations  was  transferred  to  the  Commissioner  for 
the  Distribution  of  Astrakhan  Salt.  He  alone  could  now  give  orders 
for  salt  and  through  him  alone  could  accounts  be  settled  with  the 
salt  producers. 

Among  further  measures  taken  by  the  Provisional  Government, 
we  must  note  the  establishment  of  fixed  prices  for  the  salt  of  Semi- 
palatinsk  and  Odessa'  by  the  order  of  March  8,  1917.  The  general 
principles  of  the  salt  organization  were  applied  also  to  these  two 
salt  districts,  but  with  this  difference  that  special  commissioners 
were  appointed  in  them,  instead  of  salt  committees. 

°  Hitherto,  these  regions  had  been  left  without  special  attention,  in  view 
of  their  relatively  slight  importance. 
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On  April  25,  as  we  have  already  seen,"  the  salt  committees  were 
abohshed  and  salt  commissions  under  the  provincial  food  supply 
committees  took  their  place.  To  the  corresponding  commission  were 
also  transferred  the  principal  functions  of  the  Commissioner  for  the 
Distribution  of  Astrakhan  Salt.  All  that  was  left  to  the  latter  was 
the  supervision  of  the  distribution  of  the  salt  over  the  ports  and 
tributaries  of  the  Volga  River,  in  accordance  with  the  schedule 
framed  by  headquarters  (Order  of  the  Ministry  of  Agriculture  of 
May  1,  1917). 

By  an  order  issued  on  June  17,  1917,  prices  were  raised  for  Perm 
salt,  freight  rates  fi'om  the  salt  fields  to  the  ports  of  the  Volga, 
Kama,  Vyatka,  and  Belaya  rivers  were  increased  and  in  some  in- 
stances newly  established.  All  accounts  for  purchases  of  Perm  salt 
had  to  be  settled  through  the  Perm  provincial  food  supply  com- 
mittee, for  all  purchasing  operations  m  respect  of  Perm  salt  were 
now  in  its  hands.  Lastly,  by  order  of  the  Ministry  of  Agriculture  of 
August  10,  1917,  the  post  of  the  Astrakhan  salt  commissioner  was 
abolished  altogether,  while  the  place  of  the  Semipalatinsk  salt  com- 
missioner was  taken  by  a  salt  commission  organized  under  the  Semi- 
palatinsk food  supply  committee. 

II.  MEAT 

Conditions  of  Meat  Supply  during  the  First  Year  of  the  War. 

From  the  very  outset  of  its  proceedings,  the  Special  Council  was 
obliged  to  devote  considerable  attention  to  the  problem  of  meat  sup- 
ply. The  War  had  brought  about  a  marked  increase  in  the  consump- 
tion of  meat.  INIillions  of  soldiers  who  in  civilian  life  each  consumed 
an  average  of  0.3  puds  of  meat  a  year,  were  now  allowed  up  to  6 
puds.  On  the  other  hand,  increased  prosperit}',  due,  in  a  measure, 
to  the  prohibition  of  alcoholic  liquor,  increased  wages,  and  war-time 
allowances  and  doles,  resulted  in  a  heavier  demand  and  a  reduced 
supply  of  meat.  The  failure  of  the  grass  crops  of  1914  in  large  sec- 
tions of  Russia  outside  the  black  earth  belt  compelled  cattle  owners 
to  slaughter  more  than  ever.  The  enemy  invasion  of  the  western 
parts  of  the  country  closed  an  important  live  stock  market,  while 
the  purchases  of  cattle  brought  with  them  by  the  refugees  to  the 

«  Cf.  Chapter  I. 
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interior  afforded  only  temporary  relief,  for  millions  of  cattle  from 
the  western  provinces  were  lost.  Lastly,  the  utilization  of  the  live 
stock  supplies  of  Siberia  and  Mongolia  proved  exceedingly  diffi- 
cult, and  to  some  extent  absolutely  impossible,  on  account  of  the 
lack  of  transpoi't  facilities. 

In  these  circumstances,  practically  the  entire  supply  of  the  army 
and  the  civilian  population  had  to  be  based  upon  the  resources  of 
European  Russia  alone;  and  this,  in  view  of  the  vast  demand  and 
Umited  supply  of  live  stock,  made  it  urgent  to  consider  with  the  ut- 
most care  how  cattle  could  be  purchased  without  imposing  an  ex- 
cessive burden  on  the  State  Treasur}',  not  to  mention  the  fact  that 
the  very  foundations  of  Russian  stock  farming  and  agriculture  in 
general  were  directly  menaced.  Measures  had  to  be  devised  for 
cutting  down  as  much  as  possible  the  demand  for  meat  and  for  col- 
lecting the  necessary  quantity  with  the  least  injury  to  the  interests 
of  agriculture.  The  steps  taken  to  reduce  the  consumption  of  meat 
have  already  been  described  elsewhere  in  this  volume,''  so  that  only 
organization  of  supply  requires  to  be  discussed  here. 

Requisition  of  Cattle. 

As  it  had  by  this  time  become  evident  that  a  sufficient  supply  of 
Hve  stock  could  be  obtained  only  with  difficulty,  the  Ministry  of 
Agriculture  decided  to  abandon  the  method  of  direct  purchases  of 
cattle  by  the  agents  of  the  High  Commissioner  for  Meat  Purchases. 
Since  direct  requisition  of  cattle  from  the  farmers  was  obviously 
inevitable, — a  matter  that  would  require  a  very  thorough  knowledge 
of  local  conditions  and  extreme  prudence  and  care,  especially  in  dis- 
tributing the  burden  of  requisitions  as  evenly  as  possible  among  the 
inhabitants — the  Special  Council  thought  it  best  to  entrust  the 
operation  to  the  zemstvos. 

This  proposal  was  discussed  in  connection  with  the  problem  of 
regulating  army  requisitions,  during  the  visit  of  the  Minister  of 
Agriculture  to  the  headquarters  of  the  Supreme  Commander-in- 
Chief.  The  proposal  that  the  existing  system  of  free  j^urchases, 
which  was  being  replaced  to  an  increasing  extent  by  desultory 
requisitions,  should  give  way  to  the  principle  that  cattle  should  be 
furnished  according  to  the  economic  situation  of  each  individual 
owner  of  live  stock,  was  viewed  with  much  favor.  Equally  well  re- 

'  Cf.  Chapter  IX. 
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ceived  was  the  suggestion  that  the  zemstvos  should  be  enhsted  in 
the  work  of  distributing  evenly  among  the  farmers  the  burden  of 
supplying  live  stock.  While  the  conference  at  the  headquarters  of 
the  Commander-in-Chief  approved  such  an  arrangement  only  for 
the  provinces  included  in  the  war  zone  and  subjected  to  army 
requisitions,  the  Special  Council,  on  the  other  hand,  favored  the  in- 
clusion of  the  entire  population  of  the  empire  in  a  compulsory 
scheme  of  cattle  deliveries  for  the  needs  of  the  army,  on  an  equal 
basis,  and  advocated  the  framing  of  an  appropriate  plan  for  the 
compulsory  purchase  of  cattle  by  the  zemstvos  or  other  organs  re- 
placing them. 

Ruling  of  the  Special  Council. 

A  detailed  plan  for  the  territorial  allotment  of  cattle  deliveries 
for  the  needs  of  the  army  was  now  prepared  by  the  Ministry  of 
Agriculture.  The  zemstvos  were  instructed  to  purchase  their  al- 
lotted number  of  cattle  and  were  empowered  to  requisition  it  if 
necessary;  pedigreed  and  thoroughbred  cattle,  and  calves  under 
eighteen  months  were  exempt  from  requisition. 

At  the  same  time  the  Special  Council  resolved:  (1)  to  request 
the  zemstvos  to  prepare  a  schedule  of  fixed  j^rices  for  live  stock  and 
meat,  to  be  applied  in  the  event  of  requisition  being  necessary,  and 
to  report  the  number  of  full-grown  cattle  which  they  thought  it 
possible  to  remove  without  serious  damage  to  agricultural  interests 
in  their  respective  provinces  (2)  to  include  the  meat  requirements 
of  Petrograd  and  Moscow  in  the  total  number  of  cattle  to  be  fur- 
nished under  the  levy;  (3)  to  grant  to  zemstvos  the  exclusive  right 
to  control  the  transport  of  cattle  and  meat  from  their  respective 
territories  and  provinces;  (4)  to  keep  records,  through  the  control 
exercised  by  the  zemstvos,  of  cattle  in  the  provinces  immediately 
adjoining  the  front,  to  be  used  by  the  army  only  in  the  last  resort; 
and  (5)  upon  the  conclusion  of  the  cattle  census,  to  correct  ac- 
cordingly the  schedules  based  on  the  zemstvo  reports. 

In  the  light  of  the  data  available,  the  Ministry  of  Agriculture 
ordered  a  preliminary  levy  to  be  made  in  the  various  provinces  and 

*  In  Siberia,  where  there  were  no  zemstvos,  this  was  to  be  done  by  special 
commissions,  presided  over  by  the  governors,  and  composed  of  local  repre- 
sentatives, inchiding  officials  of  the  Immigration  Department  and  representa- 
tives of  agricultural  societies. 
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requested  the  zemstvos  to  proceed  with  the  purchase  of  live  stock. 
On  February  27,  1916,  the  Ministry  sent  the  regulations  govern- 
ing the  deliveries  of  live  stock  to  the  zemstvos ;  these  regulations 
were  drawn  up  in  accordance  with  the  resolutions  of  the  Special 
Council  above  referred  to.  The  zemstvos  thereupon  began  their  pur- 
chasing operations,  at  prices  fixed  by  themselves,  making  extensive 
use  of  their  right  to  requisition  and  to  oi'der  embargoes  on  the 
transport  of  live  stock  from  one  province  to  another. 

There  was,  however,  a  deplorable  lack  of  coordination  in  all  these 
measures,  with  the  result  that  the  meat  suppl}^  of  important  cities 
was  soon  disorganized,  also  that  of  establishments  working  for  na- 
tional defense.  Accordingly,  on  April  4,  the  zemstvos  were  in- 
structed to  remove  at  once,  pending  a  more  complete  organization 
of  the  purchasing  operations,  all  embargoes  that  they  had  imposed. 
This  order  from  the  Ministry  of  Agriculture  was  received  with  a 
great  deal  of  opposition  from  the  zemstvos.  It  remained  in  force, 
however;  but  it  made  still  more  urgent  the  problem  of  a  definite 
plan  of  purchase. 

The  prices  recommended  by  the  zemstvos  at  the  close  of  IMarch 
and  beginning  of  April,  1916,  for  their  cattle  purchases  were  dis- 
cussed, on  April  6,  by  a  commission  of  the  Special  Council  with  a 
view  to  their  coordination.  Tliis  was  an  indispensable  condition  of 
proper  purchasing  operations  on  a  national  scale,  for  only  in  the 
absence  of  any  considerable  differences  of  price  would  it  be  possible 
to  prevent  wholesale  transfers  of  live  stock  to  areas  where  higher 
prices  prevailed.  As  it  was  exceedingly  difficult  to  establish  such  co- 
ordination without  a  personal  exchange  of  views  between  repre- 
sentatives of  the  zemstvos,  a  conference  was  called,  on  May  4,  which 
was  attended  by  delegates  from  the  organizations  of  local  govern- 
ment engaged  in  cattle  purchases.  This  conference  was  to  revise  the 
prices  fixed  for  cattle  and  meat  products,  until  the  end  of  the  year ; 
it  was  also  to  discuss  the  embargo  question. 

Rules  of  May  12,  1916. 

In  conformity  with  the  views  expressed  by  this  conference  and 
adopted,  practically  without  any  changes,  by  the  Special  Council, 
the  following  methods  of  purchase  were  laid  down  by  order  of  the 
Ministry  of  Agriculture  issued  on  May  12,  1916. 

Prices  were  fixed  for  large  horned  cattle  and  for  sheep  until 
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January  1,  1917,  and  for  hogs  until  May  1,  1917.  These  were  re- 
garded as  maxhnum  prices  and  held  to  be  obhgatory  in  respect  of 
all  purchases.  Purchasing  operations  were  entrusted  to  the  zemstvos. 
Should  there  be  an  inadequate  voluntary  offer  of  hve  stock  at  the 
fixed  prices,  the  zemstvos  might  order  requisitions  at  these  prices. 
In  that  event,  it  was  left  to  the  discretion  of  the  zemstvos  to  deter- 
mine what  categories  of  cattle  should  be  exempted  from  the  requisi- 
tions. Information  regarding  especially  valuable  stock  farms  was 
to  be  furnished  to  the  zemstvos  by  the  Department  of  Agriculture, 
to  enable  the  zemstvos  to  hand  over  such  cattle  to  the  control  of  the 
Department  in  case  requisition  could  not  be  avoided.  The  classes  of 
live  stock  exempt  from  requisition,  as  provided  by  the  orders  of  the 
Ministry  of  Agriculture  and  confirmed  by  the  decision  of  the  Spe- 
cial Council  were  not  necessarily  to  be  exempted  by  the  zemstvos, 
but  were  merely  indicated  as  desirable  exemptions.  Farms  having 
only  one  head  of  adult  cattle  were  to  be  exempt  from  requisition, 
except  in  rare  emergencies.  The  method  of  apportioning  the  cattle 
levy  within  each  province  was  left  to  the  discretion  of  the  zemstvos 
or  their  substitute  organs.  The  zemstvos  were  also  authorized  to 
lay  embargoes  on  the  movement  of  cattle  from  and  to  their  respec- 
tive jJi'ovinces  and  territories,  and  they  might  release  cattle  in  this 
respect  by  their  own  authority,  at  the  request  of  persons  and  insti- 
tutions concerned.  To  preserve  large  horned  cattle  as  far  as  pos- 
sible, sheep  and  hogs  might  always  be  substituted,  without  any  limit 
to  the  proportion  that  these  formed  of  the  total  live  stock  allot- 
ment. The  meat  supply  for  Petrograd  and  Moscow,  the  Donets  and 
other  mining  regions,  and  factories  and  mills  working  for  national 
defense,  was  to  be  provided  by  the  Ministry  of  Agriculture  out  of 
the  total  cattle  allotment  of  the  zemstvos.®  The  supply  of  other 
urban  communities  and  of  the  rural  districts  was  not  included  in 
the  compulsory  levies,  being  left  to  the  initiative  of  the  zemstvos 
themselves  within  their  own  territories,  under  the  general  control  of 
the  Ministry.  Every  purchase  of  cattle,  whether  by  an  individual 
or  institution,  had  to  pass  through  the  control  of  the  local  zemstvo, 
at  prices  not  above  those  prescribed,  and  in  accordance  with  the 
regulations  outlined  above. 

®  The  minimum  amount  of  meat  required  for  Petrograd  and  Moscow  and 
the  working  population  was  calculated  on  a  basis  of  8  zolotnik  (1.2  ozs.)  a 
head. 
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Extension  of  Fixed  Prices  to  Siberia  and  Turkestan. 

These  regulations  did  not  apply  to  Siberia  and  Turkestan,  where 
prices  were  specially  fixed  on  September  19,  1916,  for  large  horned 
cattle,  hogs,  and  sheep  bought  by  the  commissioners  of  the  Ministry 
of  Agriculture.  This  enactment  concentrated  in  the  hands  of  these 
officials  all  purchasing  operations  for  the  army  units  stationed  in 
the  rear,  for  the  cities,  and  for  establishments  working  for  national 
defense.  Siberia  was  now  no  longer  regarded  as  an  open  market. 
But,  while  granting  to  the  commissioners  of  the  Ministry  of  Agri- 
culture the  right  to  requisition  cattle,  meat,  and  bacon,  fixed  prices 
were  established  by  the  Special  Council  for  cattle  only. 

In  this  respect,  the  order  of  September  12  was  amplified  by  the 
orders  of  October  30  and  31,  1916.  The  first  of  these  established 
fixed  prices  in  Siberia  and  Turkestan  for  salted  beef,  mutton,  and 
pork,  but  left  the  actual  fixing  of  the  prices  to  the  discretion  of 
local  conferences  presided  over  by  the  commissioners  of  the  Chair- 
man of  the  Special  Council,  to  be  attended  also  by  the  commissioners 
of  the  Ministry  of  Agriculture  and  the  representatives  of  the  State 
Controller.^"  The  second  order  established  and  defined  fixed  prices 
for  frozen  beef  and  mutton,  fat  beef  and  mutton,  and  for  bacon,  in 
Siberia  and  Turkestan.  Thus  fixed  prices  were  established  for  all 
meat  that  could  possibly  be  transported  from  Siberia  and  Tur- 
kestan. 

Changes  in  Prices  and  the  Nero  Levy. 

On  November  29,  1916,  the  prices  fixed  for  live  stock  in  Euro- 
pean Russia  were  altered,  and  on  January  7,  1917,  prices  were 
fixed  also  for  pork  and  bacon,  in  order  to  facilitate  the  purchase  of 
these  products  by  the  commissioners  of  the  Ministry  of  Agricul- 
ture. By  an  order  of  January  17,  1917,  prices  for  cattle  and  bacon 
were  again  fixed  for  the  new  year,  but  the  methods  of  purchase 
were  left  unchanged.  A  temporary  levy  was  instituted  for  the 
months  of  January  and  February. 

Measures  of  the  Provisional  Government. 

Further  measures  for  the  regulation  of  the  meat  problem  were 
taken  by  the  Provisional  Government.  On  April  9,  1917,  the  State 

This  was  a  rare  instance  of  the  delegation  to  a  local  body  of  the  au- 
thority to  determine  the  rates  of  the  fixed  prices. 
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Food  Committee  passed  a  resolution  in  favor  of  drafting  a  new  plan 
for  the  meat  supply  of  the  nation,  and  of  revising  the  provincial 
cattle  and  meat  allotments  for  1917.  In  its  June  session  the  Com- 
mittee decided  upon  the  following  measures. 

The  entire  consumption  of  meat  was  found  to  be  in  need  of  regu- 
lation, and  it  was  thought  necessary  to  include  in  the  supply 
schedules:  (1)  the  army,  all  military  organizations,  railways, 
Petrograd  and  Moscow;  (2)  other  cities,  urban  areas,  and  manu- 
facturing and  mining  regions;  (3)  rural  areas  and  even  separate 
groups  of  the  population  who  depended  upon  meat  from  other  dis- 
tricts. For  purposes  of  delivery  and  distribution,  the  whole  meat 
allotment  of  each  province  was  divided  into  two  parts:  one,  con- 
trolled by  the  Ministry  of  Food  Supply,  was  for  the  needs  of  the 
army  and  military  organizations,  Petrograd  and  Moscow,  and  re- 
gions without  their  own  meat  resources ;  the  other,  for  the  needs  of 
the  urban  and  working  pojDulation  of  the  area,  local  military  forces, 
and  hospitals,  was  left  in  the  hands  of  the  local  food  supply  com- 
mittees, but  under  the  general  control  of  the  Ministry  of  Food  Sup- 
ply. The  meat  levy  was  introduced  in  4)7  provinces  and  territories ; 
in  the  rest  of  the  country  the  meat  levy,  and,  in  tliis  connection, 
requisition,  might  be  ordered  by  the  Ministry  of  Food  Supply  at 
the  request  of  the  local  committees,  if  ordinary  purchasing  methods 
should  fail  to  produce  the  quantities  required. 

Next,  a  project  of  new  fixed  prices  for  1917  was  adopted,  to- 
gether with  a  plan  for  the  proper  allotment  of  all  meat  and  bacon 
coming  under  the  control  of  the  Ministry  of  Food  Supply.  To  re- 
strict the  consumption  of  meat,  the  Ministry  was  asked  to  prepare 
without  delay  legislation  for  the  purpose  of  setting  up  throughout 
the  country  a  ration  card  S3^stem  for  the  distribution  of  meat,  so 
that  it  might  be  inaugurated  by  August  1,  1917,  in  those  sections 
of  the  country  where  the  meat  levy  was  in  operation.  The  rations 
were  to  be  calculated  on  the  following  scale:  (1)  ti-oops  at  the 
front,  two  and  a  half  Russian  pounds^^  of  meat  a  week,  (2)  troops 
in  the  rear  and  at  points  in  the  interior,  one  and  a  half  or  two 
pounds,  according  to  their  fish  rations,  and  (3)  all  other  classes 
of  the  population,  one  pound.  Free  trade  in  cattle  and  meat  was  to 
be  forbidden  in  areas  where  the  levy  of  meat  was  introduced.  All 
cattle  for  slaughter,  with  the  exception  of  thoroughbred  animals 

"  See  p.  169,  n.  8. 


SALT  AND  MEAT 


211 


and  draught  oxen  indispensable  on  the  farm,  and  all  meat,  with 
the  exception  of  that  required  for  the  feeding  of  the  rural  popula- 
tion of  the  area,  were  to  be  sent  by  the  owners  and  breeders  directly 
to  the  receiving  commissions  of  the  food  supply  committees,  or 
might  be  passed  on  through  cooperative  societies,  other  unofficial 
organizations,  or  dealers  specially  authorized  for  this  purpose  by 
the  food  supply  committees. 

Orders  of  July  20  and  June  16,  1917. 

In  conformity  with  this  decision  of  the  State  Food  Committee, 
an  order  was  issued  by  the  Ministry  of  Food  Supply  on  July  20, 
1917,  fixing  the  prices  and  quotas  of  the  levy  of  meat  and  lard  for 
each  province  and  territory.  In  all  cases,  the  collection  of  the  sup- 
phes  was  left  to  the  provincial  food  supply  committees.  As  for  the 
remaining  provisions  of  the  State  Food  Committee's  resolution,  it 
was  no  longer  possible  to  carry  these  out  under  the  conditions  then 
prevailing. 

Among  other  measures  taken  by  the  Provisional  Government 
mention  should  be  made  of  the  order  of  June  16,  1917,  to  preserve 
thoroughbred  and  dairy  cattle.  The  requisition  of  registered,  pedi- 
greed cattle  without  the  sanction  of  the  provincial  food  supply  com- 
mittees was  prohibited.  Such  stock  was  to  be  reckoned  in  the  gen- 
eral levy,  but  might  be  replaced  by  other  breeds.  In  case  the  owners 
should  not  take  advantage  of  this  privilege,  or  if  it  should  be  im- 
possible to  preserve  such  herds,  the  thoroughbred  cattle  were  to  be 
requisitioned  for  the  needs  of  the  State.  To  assure  an  adequate  milk 
supply  for  the  cities,  all  dairy  cattle  were  exempted  from  meat 
requisition  in  suburban  areas,  the  latter  to  be  defined  by  the  local 
food  supply  committees  in  consultation  with  municipal,  zemstvo, 
and  agricultural  associations. 
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CHAPTER  I 


PLAN  OF  INVESTIGATION 

Objects  of  Inquiry. 

The  economic  principle  that  the  price  of  a  commodity  is  deter- 
mined by  the  ratio  between  the  effective  supply  and  the  effective 
demand,  must  be  infused  with  some  concrete,  definite  contents  if 
we  are  to  apply  it  to  the  conditions  of  the  war-time  market  in 
Russia. 

In  other  words,  we  must  examine  all  the  factors  which  at  that 
time  influenced  demand  and  supply.  But  if  our  inquiry  is  to  be 
orderly  and  S3'stematic  we  must  arrange  these  factors  in  a  definite 
scheme  which  shall  be  applicable  to  the  war-time  conditions  and 
shall  take  into  account  the  peculiar  features  presented  by  the  Rus- 
sian market  in  foodstuff's.  Such  a  scheme  we  present  further  on.  It 
is  the  outcome  not  of  any  preconceived  ideas,  but  of  a  careful  in- 
vestigation of  actual  facts.  We  begin  our  analysis  with  those  fac- 
tors which  influence  the  volume  of  the  "effective"  supply  in  the 
market. 

Supply  and  Production. 

The  supply  actually  present  in  the  market  is  based  ultimately 
upon  production.  But  it  is  not  determined  exclusively  by  the  vol- 
ume of  production. 

If  we  want  to  obtain  a  correct  view  of  the  changes  that  occurred 
in  supply  we  must,  first  of  all,  make  a  very  careful  analysis  of  the 
various  factors  that  determined  the  volume  of  production  in  the 
war  period.  We  must  also  take  into  account  the  stocks  left  over 
from  each  preceding  period.  Whatever  may  determine  the  volume 
of  production  in  a  given  period,  the  question  of  whether  the  volume 
of  supply  actually  reaches  the  limit  imposed  thereby  depends  upon 
a  number  of  other  conditions. 

Consumption  by  Producing  Establishment. 

In  the  first  place,  the  consumption  of  the  establishment  engaged 
in  the  production  of  the  commodity  is  an  exceedingly  important 
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consideration,  especially  where  the  product  is  intended  chiefly  for 
the  gratification  of  home  requirements.  After  we  deduct  the  pro- 
ducer's consumption  from  the  total  output  we  obtain  either  a  posi- 
tive or  negative  quantity.  In  the  latter  case  the  entei-prise  concerned 
figures,  not  on  the  side  of  supply,  but  as  a  factor  of  demand,  so  as 
to  obtain  what  it  lacks.  However,  as  we  are  here  dealing  only  with 
the  problem  of  supply,  such  a  case  is,  of  course,  without  any  interest 
for  our  inquiry.  It  is  only  when  the  producer's  consumption  falls 
short  of  his  production  that  an  enterprise  may  figure  on  the  side  of 
supply. 

In  the  case  of  a  few  commodities,  again,  we  may  entirely  ignore 
the  matter  of  consumption  by  the  producer,  either  for  the  reason 
that  it  forms  only  an  inconsiderable  proportion  of  the  whole  output 
or  because  the  commodity  in  question  cannot  be  used  by  the  pro- 
ducer in  its  original  form,  as  for  instance  if  it  requires  a  finishing 
process  at  some  other  establishment.  But  in  food  production,  con- 
sumption by  the  producing  establishment  is  nearly  always  a  most 
important  factor,  particularly  in  the  case  of  cereals,  meat,  potatoes, 
etc.  Therefore,  to  answer  the  question  of  what  factors  influence  the 
effective  supply,  we  must  ascertain  not  only  the  conditions  of  pro- 
duction, but  also  the  state  of  consumption  by  the  producer. 

Supply  and  Consumption. 

In  any  given  state  of  production  the  supply  may  be  either  small 
or  large,  all  depending  upon  the  volume  of  consumption.  But  con- 
sumption itself,  affecting,  reciprocally  with  production,  the  supply 
and,  consequently,  prices,  is  already  in  part  a  result  of  price  con- 
ditions. When  the  price  of  the  products  of  an  establishment  rises, 
this  establishment  is  in  a  position  to  sell  less  for  the  satisfaction  of 
its  own  needs  in  other  goods  and  to  use  more  of  its  own  products, 
provided,  of  course,  that  its  own  demand  for  what  it  produces  has 
not  been  heretofore  fully  satisfied,  and  provided,  furthermore,  that 
there  has  been  no  change  in  the  requirement  of  such  an  establish- 
ment for  those  other  goods.  A  similar  result  may  follow  from  a  gen- 
eral increase  in  the  earnings  of  the  given  enterprise,  even  if  it  is 
due,  not  to  any  advance  in  the  price  of  this  particular  product,  but 
to  other  circumstances  (large  extraneous  earnings,  high  prices  for 
other  articles  produced  by  the  same  establishment,  and  similar 
causes) . 


PLAN  OF  INVESTIGATION 


217 


Let  us,  for  the  present,  turn  aside  from  our  consideration  of  these 
complex  interactions  and  take  it  for  granted  that  a  given  estab- 
lislunent  uses  its  own  products  for  its  own  wants.  It  would  be  per- 
haps more  correct  to  speak  of  its  "intention  to  consume"  rather 
than  "consumption,"  in  view  of  the  fact  that  the  retention  of  that 
amount  of  products  which  is  set  aside  for  consumption  by  the  pro- 
ducer takes  place  in  advance  of  actual  consumption.  We  may  even 
speak  of  a  "latent  demand"  for  its  own  products  by  the  given  en- 
tei'prise.  This  demand  does  not  appear  in  the  market  directly,  nor 
does  it  have  a  direct  share  in  the  determination  of  prices — this  is 
its  first  point  of  difference  from  the  "open,"  or  visible,  demand. 
Another  difference  is  that  it  does  not  necessarily  always  slacken 
with  rising  prices ;  sometimes  it  may  even  increase  under  these  con- 
ditions. The  third  and  last  difference  is  that  it  may  be  satisfied  at 
any  time;  or,  to  put  it  more  precisely,  so  long  and  in  so  far  as  it 
may  be  satisfied  by  home  production,  it  remains  a  latent,  invisible 
demand. 

Hoarding  of  Supplies  hy  Producers. 

It  thus  follows  that  the  effective  supply  is  influenced  by  the  fol- 
lowing factors:  (a)  volume  of  production  and  (b)  volume  of  latent 
demand  (that  is  consumption)  by  producers  themselves.  But  this 
is  not  all.  In  the  case  of  certain  commodities,  especially  foodstuffs, 
which  are  produced  mostly  by  small,  consuming  establishments, 
hoarding  by  the  producers  may  play  a  very  important  part,  and 
for  a  lengthy  period.  It  is  therefore  quite  conceivable  that  the  mar- 
ket will  receive  less  than  that  amount  of  goods  which,  with  a  given 
volume  of  production  and  of  latent  demand  (consumption  by  the 
producer) ,  might  have  gone  to  the  market  and  which  we  shall  term 
the  potential  stippli/. 

Hoarding  is  an  exceedingly  complicated  phenomenon  and  usually 
defies  satisfactory  analysis  and  explanation.  Sometimes  it  may  be 
due  to  fears  for  the  future  on  the  part  of  the  producers,  as  they  may 
doubt  the  possibility  of  satisfying  their  requirements  during  the 
next  period  of  production ;  thus,  signs  of  an  impending  crop  failure 
may  lead  to  very  extensive  hoarding.  Again,  there  may  be  other 
causes,  often  puzzling  and  impossible  to  determine;  there  may  be 
a  very  abundant  supply  on  hand,  yet  the  producers  think  it  neces- 
sary to  hoard,  even  though  no  signs  of  disaster  are  visible  for  fu- 
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ture  production.  War-time  experience  in  Russia  shows  that  such  a 
situation  is  also  possible. 

Upon  closer  analysis  we  find  that  hoarding  is  sometimes  a  result 
of  the  price  movement,  that  is,  of  rising  prices.  When  prices  are 
mounting  rapidly,  the  producers  delay  selling  and  prefer  to  wait 
for  a  further  rise,  even  though  they  may  be  vitally  interested  in 
disposing  of  their  goods  as  soon  as  possible.  It  is  somewhat  difficult 
to  ascertain  definitely  that  the  two  phenomena  are  thus  connected, 
for  they  run  pai-allel  and,  at  first  sight,  we  have  just  as  much  rea- 
son to  regard  hoarding  as  the  cause  of  the  rising  prices  as  to  con- 
sider the  rising  prices  the  cause  of  the  hoarding;  all  the  more  so 
since  the  student  is  impressed  with  the  reciprocal  effects  of  these 
phenomena  as  soon  as  they  are  clearl}'^  elucidated. 

However,  when  it  is  possible  to  isolate  the  original  causes  of  ris- 
ing prices  and  to  attribute  them  either  to  some  revolutionary  up- 
heaval in  the  province  of  demand  or  to  disorganization  in  the 
mechanism  of  the  market  itself,  for  instance,  disorganization  of 
transport,  it  may  become  clear  that  it  is  precisely  the  advance  in 
prices  that  furnishes  the  motive  for  hoarding.  We  may  note,  in 
passing,  that  the  state  of  mind  of  our  hoarding  producer  is  very 
unstable:  every  step  in  the  direction  of  price  reduction  or,  in  any 
event,  price  stabilization,  will  induce  him  to  change  tactics  and 
hasten  the  disposal  of  his  goods.  Price  regulation,  therefore,  might 
in  a  case  like  this  exert  a  powerful  and  beneficial  influence  upon  the 
market,  provided  the  regulation  were  done  in  a  rational  manner. 

Another  Form  of  Hoarding. 

Besides  the  forms  of  hoarding  above  discussed,  there  is  still  an- 
other kind,  the  real  causes  of  which  are  even  more  baffling.  Some- 
times the  producer  remains  entirely  indifferent  to  market  condi- 
tions. Rise  and  fall  of  prices  alike  have  apparently  ceased  to  interest 
him  altogether,  he  simply  turns  his  back  upon  the  market  and  per- 
sistently hoards  his  products.  In  establishments  that  consume  part 
of  their  produce,  with  narrow  surplus  margins,  tactics  like  these 
ma}'  be  followed  for  years  without  any  particular  harm  to  the  pro- 
ducer. It  is  interesting  to  note  in  this  connection  that  in  these  condi- 
tions it  is  much  easier  to  overcome  reluctance  to  sell  by  increasing 
rather  than  by  stabilizing  prices.  It  is  then  evident  that  hoarding 
is  not  due  to  the  rise  of  prices,  but  to  the  loss  of  the  incentive  to 
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sell.  Only  a  price  sufficiently  high  to  impress  the  mind  to  an  unusual 
degree  may  stimulate  selling,  but  this,  again,  only  so  long  as  money 
retains  its  attraction. 

At  first  sight,  loss  of  inclination  to  sell  appears  puzzling,  espe- 
cially when  it  assumes  a  mass  character.  But  as  soon  as  we  stop  to 
consider  that  the  supply  of  an}'  kind  of  a  product  is  dependent 
upon,  or  connected  with,  the  supply  of  some  other  product,  we  ap- 
proach an  explanation  of  the  hoarding.  A  commodity  is  always 
offered  in  the  market  with  a  view  to  exchange,  ultimately,  for  some 
other  commodity.  The  latter  commodity  may  be  either  a  technically 
indispensable  means  of  production  or  an  object  of  consumption.  If 
it  is  a  means  of  production,  a  dwindling  supply  of  it  will  result  in 
curtailment  of  production  and,  consequently,  supply  of  the  goods 
that  it  serves  to  produce.  Here,  then,  it  is  not  accumulation  and 
hoarding,  per  sc,  which  is  the  original  cause  of  the  shrinking  market 
supply,  but  the  break-down  of  the  productive  process.  If  on  the 
other  hand  it  is  an  object  of  consumption,  the  shrinking  market 
supply  of  it  may  have  no  effect  at  all  ujjon  the  other  goods,  so  far 
as  their  production  is  concerned.  It  may,  however,  cause  a  loss  of 
interest  in  selling  them,  resulting,  consequently,  in  an  accumulation 
of  such  goods,  provided  this  is  feasible  from  the  standpoint  of  the 
supply  and  of  the  nature  of  the  goods.  In  certain  cases  the  loss  of 
interest  in  their  sale  may  even  exert  its  influence  upon  the  volume 
of  production  in  the  direction  of  curtailment,  but  this  will  not  be 
due  to  the  fact  that  production  will  have  been  made  difficult  tech- 
nically, but  to  the  fact  that  there  will  have  been  a  loss  of  interest 
in  any  increase  of  production  beyond  the  amount  required  for  the 
producer's  own  consumption. 

We  thus  see  that  the  supply  of  one  commodity  may  be  reduced 
under  the  influence  of  the  supply  of  some  other  commodity.  The 
case  in  which  the  absence  of  this  other  commodity  renders  it  tech- 
nically impossible  to  produce  and  suppl}-  a  given  commodity  is  of 
no  immediate  interest  to  us,  as  it  belongs  to  that  class  of  phe- 
nomena which  have  a  direct  effect  upon  the  volume  of  production. 
Our  purpose  at  this  stage  of  the  inquiry  is  to  analyze  those  causes 
which,  with  a  given  volume  of  production,  account  for  the  shrinking 
supply  of  this  or  that  particular  product.  For  this  reason,  only 
that  case  is  important  to  us  here  in  which  the  market  shortage  of 
the  goods  we  are  concerned  with — although  traceable  directly  to 
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the  disappearance  of  other  goods — has  not  been  due  to  the  fact 
that  those  other  goods  are  the  indispensable  means  of  their  produc- 
tion, but  to  the  fact  that  the  selhng  of  the  goods  we  are  concerned 
with  here  is  stimulated  exclusively  by  the  desire  to  acquire  those 
other  goods. 

To  this  we  have  to  add  that,  if  certain  estabhshments  are  desirous 
of  employing  improved  means  of  production  (for  instance,  iron  in- 
stead of  wooden  plows),  the  absence  of  such  commodities  in  the 
market — even  though  it  may  not  entail  any  curtailment  of  the  exist- 
ing volume  of  production — means  undoubtedly  that  there  will  be  a 
lessened  interest  in  the  sale  of  available  stocks.  In  all  instances 
where  inclination  to  sell  slackens,  we  observe  merely  a  refusal  to 
sell  immediately  the  surplus  that  normally  goes  to  market,  and  not 
an  immediate  curtailment  of  production. 

Effective  Supply. 

When  we  consider  the  various  forms  of  hoarding,  it  becomes  clear 
that  the  effective  market  supply  may  fail  to  coincide  not  only  with 
production,  but  also  with  the  potential  supply  (that  is,  production 
minus  the  latent  demand) .  In  a  study  of  price  movements  it  is  use- 
ful to  ascertain  to  what  extent  the  level  of  prices  may  be  justified 
by  the  state  of  production  and  potential  supply,  as  this  permits  us 
to  isolate  the  effect  of  market  disturbances  upon  the  supply  and 
thus  to  ascertain  their  force  more  accurately. 

Consumption  Demand. 

In  considering  the  problem  of  demand,  we  go  back  ultimately  to 
the  consumer,  the  one  who  either  does  not  produce  a  given  com- 
modity at  all  or  produces  it  in  an  insufficient  quantity.  Hence  the 
extent  of  wants  and  the  desire  to  satisfy  these  wants  by  the  ac- 
quisition of  the  necessary  goods  in  the  market  must  here  form  our 
point  of  departure.  But  a  mere  desire  to  buy  these  goods  is  not 
sufficient:  money  must  be  available  for  the  purchase.  This  brings 
us  to  another  factor  of  demand — the  income  of  the  consumer.  But 
it  is  not  so  much  the  amount  of  the  gross  income  as  the  part  of  it 
that  is  available  for  the  purchase  of  the  given  commodity  that  is  im- 
portant in  this  connection.  We  may  term  this  the  consumption  re- 
sources. The  extent  of  these  resources  can  be  determined  only  by  a 
complicated  reckoning,  taking  into  consideration  existing  prices 
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and  striking  some  average  ratio  between  the  sum  of  all  wants  and 
the  total  income.  Disregarding  for  the  time  being  this  chain  of  in- 
terdependent factors  and  assuming  the  consumption  resources  to 
be  a  definite  quantity,  we  shall  be  enabled  to  arrive  at  something 
like  a  fair  idea  of  the  extent  of  the  demand. 

We  still  lack,  however,  one  element  necessary  for  a  full  defini- 
tion of  demand,  since  the  consumption  resources  (money)  alone 
cannot  yet  give  the  consumer  a  basis  to  detei-mine  the  volume  of  his 
purchases.  For  this  purpose,  one  must  know  and  reckon  with  exist- 
ing prices  of  one  commodity  or  another.  Therefore,  given  certain 
definite  consumption  resources,  the  acquisition  of  more  or  less  goods 
will  depend  upon  the  level  of  existing  prices.  We  may  therefore  say 
that  demand  is  that  amount  of  goods  of  one  kind  or  another  which 
one  strives  to  obtain  in  the  market,  taking  into  consideration  the 
consumption  resources  available  and  the  existing  level  of  prices.  As 
we  are  speaking  here  only  of  the  demand  of  the  consumer,  ignoring 
the  middleman,  we  may  apply  to  this  form  of  demand  the  term  con- 
sumption demand.  The  extent  of  this  demand  will  obviously  be  de- 
termined by  the  desire  to  use  these  commodities,  and  not  b}^  the 
intention  to  place  them  again  on  the  market,  with  a  view  to  earning 
the  difference  in  price. 

Changes  in  the  consumption  demand  for  any  given  article  may 
be  due  to  a  variety  of  causes,  such  as:  (1)  changes  in  the  number 
of  consumers;  (2)  fluctuations  in  the  gross  income  of  consumers, 
affecting  the  amount  of  money  available  for  the  purchase  of  this 
or  that  commodity;  (3)  changes  affecting  the  entire  range  of 
wants  (the  appearance  of  new  wants  and  the  cessation  of  others), 
resulting  either  in  an  inci-ease  or  decrease  of  the  resources  available 
for  the  purchase  of  the  given  commodity;  and  (4)  changed  prices, 
for  the  given  article,  as  well  as  for  others,  since  a  change  in  the 
price  of  these  others  may  either  increase  or  decrease  the  sum  of 
money  set  aside  for  the  purchase  of  the  given  article. 

Ordinary  and  Extraordinary  ConstLmption  Demand. 

It  should  be  borne  in  mind  also  that  a  veritable  revolution  may 
occur  in  the  volume  of  the  consumption  demand  as  a  consequence 
of  one  highly  important  factor  which  was  often  observed  in  the 
course  of  the  War.  Under  ordinary  conditions  the  demand  for  this 
or  that  particular  article  of  food  is  intended  to  meet  requirements 
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foi-  certain  definite  lengths  of  time.  The  demand  is  thus  regularly 
renewed.  Meat,  for  example,  is  usually  bought  from  day  to  day, 
sugar  for  a  period  of  three  to  four  days,  flour  likewise,  etc.  Natu- 
rally, these  periods  of  time  will  be  found  to  differ  according  to 
locality,  the  form  of  trading  (periodical  or  continuous  sales)  and 
general  customs.  This  we  shall  term  the  ordinary  consumption  de- 
mand. But  there  are  times  when  the  consumer  suddenly  strives  to 
lay  in  supplies  for  longer  periods.  He  then  proceeds  to  hoard  sup- 
plies, j^rovided  the  nature  of  the  commodity  makes  it  feasible.  The 
extra  demand  made  upon  the  market  under  these  conditions  we 
shall  term  the  extraordinary  consumption  demand.  In  course  of  time 
this  demand  may  become  permanent.  In  any  case,  the  extraordinary 
demand  made  upon  the  market  produces  something  very  much  like 
a  revolutionary  upheaval  in  the  consumption  demand  as  a  whole, 
increasing  in  tension  and  volume,  while  the  rising  tendency  in  prices 
may  become  permanent  if  supply  will  not  keejD  pace  with  demand. 

Consumption  demand  is  not  identical  with  consumption.  The  dif- 
ference is  that  between  the  amount  of  goods  which  it  is  intended  to 
acquire  and  the  amount  actually  acquired.  This  difference  is  due 
to  the  fact  that  the  intended  acquisition  is  based  upon  prices  exist- 
ing at  the  moment,  while  the  actual  purchase  is  based  upon  different 
prices.  This  brings  us  to  the  question  of  the  relation  between  de- 
mand, prices,  and  consumption;  and  we  may  term  the  latter  the 
realized  demand. 

Realized  Demand. 

The  point  has  been  stressed  already  that  every  demand  has  the 
existing  prices  as  its  basis ;  this,  however,  does  not  mean  that  exist- 
ing prices  must  determine  absolutely  the  demand  arising  on  the 
basis  of  them.  Changes  in  the  wants  and  in  the  consumption  re- 
sources will  also  influence  the  extent  of  the  demand.  According  to 
these  changes,  after  the  existing  price  level  has  been  fixed,  the  de- 
mand during  the  succeeding  period  may  either  be  in  excess  of  or 
fall  below  the  available  supply  (we  ignore  here  the  case  where  de- 
mand and  supply  are  equal,  as  of  no  interest  to  us).  Assuming  sup- 
ply to  be  unchanged,  even  though  it  is  subject  to  change,  so  as  to 
isolate  the  influence  of  fluctuating  demand,  we  are  in  either  case 
confronted  with  the  inevitable  appearance  of  new  prices. 

In  the  first  case,  when  demand  exceeds  supply,  competition 
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among  the  buyers,  and  the  desire  of  sellers  to  profit  by  it,  will  tend 
to  drive  the  price  upward.  The  increased  price  will  paralyze  and 
render  inoperative  that  part  of  the  demand  which  figured  in  the 
market  only  while  the  old  price  existed  and  it  will  make  it  difficult 
for  this  part  of  the  demand  to  assert  itself  in  the  future  market  to 
its  former  extent.  The  rise  in  the  price  is,  therefore,  based  upon  the 
need  of  paralyzing  (with  the  given  volume  of  supply),  for  the  fu- 
ture, that  "excess"  of  demand  which  was  seen  to  exist  under  the 
old  price. 

In  the  second  case,  competition  of  sellers  and  the  desire  of  buyers 
to  take  advantage  of  this  competition  will  result  in  a  reduction  of 
price.  This  shows  that  there  was  a  '"deficiency"  in  the  demand  upon 
the  market  under  the  old  price,  and  it  creates  a  "supplementary" 
demand,  facilitating  its  operation  also  in  the  future.  The  price  thus 
reduced  will  not  paralyze  that  part  of  the  demand  which  arose  on 
the  basis  of  the  former  price,  but,  on  the  contrary,  stimulate  fur- 
ther demand. 

It  will  be  clear  from  the  preceding  paragraphs  that  prices  are  of 
the  nature  of  a  mobile  regulator  of  supply  and  demand;  its  move- 
ments are  caused  by  the  divergences  between  supply  and  demand, 
but  at  the  same  time  it  strives  to  overcome  these  divergences.  In  any 
case  it  is  manifest  that  not  all  of  the  demand  upon  the  market  can 
always  be  realized  at  a  given  price,  for  this  demand  may  result  in 
a  rise  in  prices.  Conversely,  sometimes  not  only  the  entire  market 
demand,  but  even  more,  may  be  realized  at  a  given  price,  as  the 
original  extent  of  the  demand  may  cause  prices  to  fall.  A  difference 
is  thus  seen  to  exist  between  consumption  demand  and  consumption 
in  exact  accordance  with  our  definition  of  these  terms :  demand  is  the 
endeavor  to  obtain  in  the  market  whatever  amount  of  products  it  is 
intended  to  acquire  at  existing  prices,  whereas  consumption  is  that 
amount  which  is  actually  acquired.  The  difference  between  the  two 
amounts  may  be  due  to  the  fact  that  there  has  in  the  meantime  oc- 
curred a  change  in  prices.  If  we  bear  in  mind  also  the  fact  that 
price  changes  tend  to  equalize  supply  and  demand,  that  is,  to  leave 
in  the  market,  as  an  effective  demand,  precisely  that  demand  which 
may  be  satisfied  completely  by  existing  supply,  we  shall  have  to 
admit  that  consumption  shows  a  general  tendency  to  coincide  with 
supply.  Hence,  if  consumption  demand  is  confused  with  consump- 
tion, and  supply  is  thus  contrasted  with  consumption  (for  a  given 
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period  of  time),  to  explain  the  movement  of  prices,  it  will  be  en- 
tirely impossible  to  ascertain  the  causes  of  price  changes. 

None  the  less,  statistics  of  consumption  may  sometimes  furnish 
a  starting  point  for  a  calculation  of  probable  consumption  demand 
and  thus  help  to  explain  price  movements.  Thus,  if  we  know  the 
peace-time  volume  of  consumption  of  a  certain  commodity,  we  may 
assume  that  there  was  also  at  the  beginning  of  the  War  a  tendency 
to  demand  approximately  the  same  quantity.  Introducing  necessary 
correctives  into  this  assumption,  on  the  basis  of  information  re- 
garding income  fluctuations,  population  changes,  and  the  degree 
of  elasticity  of  a  given  commodity,  which  depends  on  the  nature  of 
the  wants  it  is  to  satisfy,  we  may  form  an  approximate  idea  of  the 
consumption  demand  and  its  changes  during  the  War. 

Function  of  Middlemen. 

We  shall  here  conclude  our  discussion  of  supply  and  demand 
and  consider  next  the  influence  of  the  middleman  upon  supply  and 
demand. 

The  middleman  plays  a  dual  part  in  the  market.  To  the  producer 
he  acts  as  the  representative  of  the  consumer,  and  to  the  latter  he 
is  the  representative  of  the  former.  To  each  of  these  two  parties  he 
represents,  if  we  may  so  express  ourselves,  a  "duplicate"  of  the 
other  party.  The  demand  presented  by  the  middleman,  therefore,  is 
merely  a  reflection  of  the  consumer's  demand;  he  expresses,  as  it 
were,  the  indirect  demand  of  the  consumer,  the  indirect  consump- 
tion demand.  The  supply  offered  by  the  middleman  reflects  the  pro- 
ducer's supply ;  in  other  words  it  is  the  indirect  producer's  supply. 
This  is  the  case  under  normal  conditions,  when  the  middleman  acts 
merel}'  in  the  capacity  of  transfer  agent  between  producer  and  con- 
sumer. 

There  are,  however,  certain  conditions  when  both  the  supply  and 
demand  of  the  middleman  are  affected  by  special  factors  that  tend 
to  isolate  them,  as  it  were,  from  the  consumer's  demand,  as  well  as 
from  the  producer's  supply,  which  normally  regulate  them.  This 
may  occur  when  middlemen  resort  to  hoarding  of  supplies.  In  a 
case  hke  this  the  demand  they  present  to  the  producer  will  tend  to 
exceed  in  volume,  as  well  as  intensity,  the  consumer's  demand,  while, 
on  the  other  hand,  the  supply  which  they  offer  will  tend  to  fall 
short  of  the  supply  of  the  producer.  Let  us  call  the  aggregate  of 
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business  transactions  between  producer  and  middleman  the  produc- 
tion market,  and  the  whole  complex  of  relationships  between  mid- 
dleman and  consumer  the  consumption  market ;  let  us,  next,  assume 
that  the  middleman  is  hoarding  supplies ;  the  result  will  then  be  a 
demand  upon  the  production  market  in  excess  of  the  consumption 
demand,  and  a  supply  in  the  consumption  market  below  the  supply 
available  in  the  production  market.  The  consequence  will  be  that 
the  two  markets  will  show  an  ever  increasing  disparity,  demand  out- 
distancing supply,  with  rising  prices  in  both  markets. 

The  situation  created  by  these  tactics  of  the  middlemen  may  also 
affect  the  producers'  supply  and  the  consumers'  demand.  Rising 
prices  in  the  production  market,  caused  by  the  heavy  buying  opera- 
tions of  the  middlemen,  will  induce  the  producers  to  retain  supplies 
in  the  hope  of  further  increases  of  price,  in  other  words,  to  diminish 
the  effective  supply,  as  compared  with  the  potential  supply.  On  the 
other  hand,  diminishing  deliveries  of  goods  in  the  consumption 
market  may  induce  consumers  to  stock  reserve  supplies,  for  fear  of 
being  left  without  any  at  all,  that  is,  they  may  result  in  an  abnormal 
consumption  demand.  It  is  patent  that  these  secondar}^  consequences 
of  the  tactics  of  the  middlemen,  under  these  conditions,  must  lead 
to  further  complications  and  continued  advance  of  prices,  even 
though  the  potential  supply  and  ordinary  consumption  demand 
would  not  seem  to  justify  such  a  state  of  affairs. 

Condition  of  the  Market  as  a  Whole. 

When  we  look  into  the  condition  of  the  market  as  a  whole,  dis- 
regarding the  distinction  between  production  and  consumption  mar- 
kets, we  find  that  the  potential  supply  no  longer  regulates  com- 
pletely the  actual  supply  to  the  market ;  besides,  ordinary  consump- 
tion demand  no  longer  regulates  the  actual  demand.  The  actual 
supply  will  be  less  than  the  supply  that  would  be  possible  under  the 
existing  conditions  of  production,  the  latent  demand  of  producers, 
and  the  stocks  in  the  hands  of  middlemen.  In  other  words,  actual 
supply  will  be  found  below  potential  supply,  while  actual  demand 
will  be  found  above  ordinary  consumption  demand,  and  this  not  only 
because  of  the  extraordinary  consumption  demand,  but  also  because 
there  is  now  a  speculative  demand  by  the  middlemen  for  hoarding 
purposes,  exceeding  both  ordinary  and  extraordinary  consumption 
demand.  Since  prices  are  dictated  under  the  influence  of  the  ratio 
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between  actual  supply  and  demand  only,  it  follows  that  all  the 
phenomena  here  discussed  necessarily  tend  to  drive  prices  upward. 
And  it  is  at  this  stage  that  the  public  begins  to  complain  of  profit- 
eering. In  pointing  to  profiteering  and  clamoring  for  its  suj^pres- 
sion,  the  public  simply  emphasizes  the  fact  that  the  ratio  between 
the  potential  supply  and  the  ordinary  consumption  demand  is  such 
that  it  does  not  justify  the  price  increase,  and  there  must  be  a 
restoration  of  that  normal  state  of  affairs  in  which  potential  supply 
and  ordinary  consumption  demand  shall  be  free  to  determine  and 
regulate  the  actual  supply  and  demand. 

We  have  formulated  here  the  concepts  of  potential  supply  and 
ordinary  consumption  demand  not  because  we  regard  them  as  some- 
thing with  which  actual  supply  and  demand  must  coincide,  but 
simply  that  they  may  help  us  in  our  analysis  of  complex  factors  and 
elements  influencing  actual  supply  and  demand.  With  the  aid  of 
these  terms  it  is  possible  mentally  to  isolate  the  influence  exerted 
upon  prices  by  market  disturbances  and  thus  to  measure  their  im- 
portance and  effect  upon  supply  and  demand.  Besides,  there  is 
some  basis  of  fact  for  these  terms,  since  under  normal  conditions  it 
is  precisely  the  potential  supply  that  represents  the  actual  supply, 
or,  more  properly  speaking,  determines  it  completely.  Similarly, 
ordinary  consumption  demand  usually  determines  actual  demand 
(in  its  two  forms:  first,  consumers'  demand;  second,  indirect  de- 
mand by  the  middleman,  who  is  only  the  duplicate  of  the  consumer, 
as  has  been  pointed  out). 

Conditions  of  Accumulation  of  Supplies  by  Middlemen. 

It  is  hardly  necessary  to  remind  the  I'eader  that  the  accumula- 
tion of  supplies  by  the  middleman  is  possible  only  if  he  has  ade- 
quate financial  resources  or  effective  support  by  banking  institu- 
tions. It  is  obvious,  too,  that  the  actual  process  of  accumulation  is 
influenced  by  a  number  of  factors  other  than  financial.  Where  the 
commodities  in  question  are  abundant  and  the  consumers'  demand 
is  not  heavy,  such  tactics  would  be  entirely  impossible  and,  if  per- 
sisted in,  would  result  very  soon  in  the  collapse  of  the  whole  struc- 
ture of  speculation.  Speculation,  therefore,  is  practicable  only  where 
conditions  are  favorable  to  it,  giving  a  solid  basis  for  the  speculators 
to  stand  upon.  The  speculator,  grasping  what  seems  to  be  a  fa- 
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vorable  marketing  opportunity  at  some  future  date,  endeavors 
merely  to  anticipate  it  for  his  own  profit. 

This  leads  to  the  question :  What  are  the  conditions  that  will  in- 
duce the  middleman  to  resort  to  these  tactics?  First  of  all,  the  in- 
centive may  be  furnished  by  a  scarcity  making  itself  felt  in  this  or 
that  particular  commodity.  When  production  and  potential  supply 
show  a  tendency  to  decline,  the  moment  is  opportune — provided 
prices  become  firmer  at  the  same  time — for  a  concentration  of  the 
supply  in  the  hands  of  the  middlemen,  as  well  as  for  a  reduction  of 
the  supply  of  these  commodities  to  the  consumer.  In  this  case  the 
middleman's  action  brings  about  prematurely,  as  it  were,  a  condi- 
tion in  the  market  that  would  otherwise  come  about  at  a  later  time 
and  more  gradually. 

But  the  same  thing  may  occur  when  there  is  some  sudden  up- 
heaval in  the  province  of  demand,  either  through  the  appearance  of 
some  new  consumer  presenting  an  unusually  heavy  demand  that  is 
both  urgent  and  persistent  (for  instance,  a  large  army),  or  as  a  re- 
sult of  a  sudden  increase  in  the  demand  of  the  regular  customers. 
If  at  the  same  time  there  appeal's  no  sign  of  increase  on  the  side  of 
potential  supply,  and  especially  when  there  is  absolutely  no  chance 
of  such  an  increase  taking  place,  the  middleman  will  naturally  be 
anxious  to  take  timely  advantage  of  the  situation  he  foresees. 

Dislocation  of  Producing  and  Consuming  Marhets. 

There  may  be  cases,  however,  where  the  specific  causes  that  ex- 
plain, at  least  partially,  the  tactics  of  the  middleman  do  not  seem 
to  be  operating  on  the  side  of  demand  or  of  supply.  Speculation 
then  acquires  a  rather  puzzling  character,  such  as  was  frequently 
pointed  out  in  the  official  reports  during  the  War.  But  on  closer 
scrutiny  it  will  be  seen  that  it  is  dislocation  between  j^roduction 
markets  and  consumption  markets  that  enters  here  as  an  independ- 
ent factor  stimulating  speculation.  Tliis  kind  of  dislocation  arises 
when  commodities  offered  by  the  producer  are  prevented  fi'om 
reaching  the  consumer,  because  of  obstacles  that  it  is  not  easy  to 
overcome.  It  is  not  that  the  commodity  in  question  is  concealed  by 
the  middleman,  but  that  there  is  a  general  impossibility  of  convey- 
ing it  from  the  locality  of  purchase  (production  market)  to  that  of 
sale  (consumption  market),  which  the  middleman  himself  is  power- 
less to  overcome.  Consequently,  we  are  here  confronted  with  a  con- 
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dition  which  prevents,  so  to  speak,  a  commodity  from  reaching  its 
fall  maturity,  because  we  cannot  regard  a  commodity  quite  ripe  for 
marketing  as  soon  as  it  is  technically  finished,  but  only  after  it  has 
successfully  been  transported  to  the  place  where  it  is  wanted. 

Two  Instances  of  Dislocation. 

DifBculties  in  the  conveyance  of  goods  to  places  of  sale  may  be 
caused  either  by  the  state  of  transport  (insufficiency  or  disorgani- 
zation) or  by  special,  extraordinary  measures  (embargoes,  etc.). 
Leaving  the  latter  out  of  consideration  here,  we  confine  ourselves 
to  a  few  paragraphs  on  the  influence  that  inadequate  transport  fa- 
cilities exercise  upon  the  machinery  of  the  market  and  of  prices.  We 
may  conceive  of  two  cases:  (1)  absolute  inadequacy  of  transport 
(completely  destroyed),  and  (2)  relative  inadequacy  (functioning 
irregularly  and  incapable  of  conveying  all  the  required  goods  to 
consuming  localities).  In  the  first  case  we  shall  find  the  market 
split  into  numerous  local  markets  subject  to  their  own  laws  of 
supply  and  demand.  The  unequal  character  of  the  prices  is  then  a 
conspicuous  feature.  In  the  consumption  markets  there  will  be  an 
extraordinary  rise,  and  in  the  production  markets,  on  the  contrary, 
prices  will  drop  to  an  extremely  low  level.  In  the  second  case  we  ob- 
serve rising  prices  in  all  markets  throughout  the  country,  even 
though  in  varying  degrees.  For  the  decline  in  the  conveyance  of 
goods  to  consumption  markets  involves  a  decline  of  stocks  in  hand, 
or,  at  best,  an  unequal  supply,  in  these  markets. 

Curtailment  of  supply,  or  unequal  supply,  however,  and  the  re- 
sulting advance  of  prices  will  bring  in  their  train  further  conse- 
quences, namely,  an  extraordinary  consumers'  demand,  the  desire  to 
stock  supplies  in  excess  of  the  normal  amount,  and  hoarding  by 
middlemen.  Needless  to  add  that  these  conditions  react  upon  prices, 
tending  to  raise  them  even  more. 

Rising  prices  in  the  consumption  market  must  inevitably  affect 
prices  in  the  production  market  so  long  as  the  bond  between  the 
two  markets  is  not  completely  severed.  Observing  the  advance  of 
prices  in  the  consumption  areas  and  expecting  extraordinary  profits 
if  they  manage  to  transport  their  goods  to  these  areas,  the  middle- 
men proceed  to  buy  heavily.  This  speculative  business  may  assume 
extraordinary  proportions,  especially  as  there  is  alwaj's  the  op- 
portunity of  recouping  all  expenditure  by  selling  part  of  the  stocks 
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to  the  army,  at  vastly  increased  prices.  So  long  as  all  supplies  can- 
not be  conveyed  to  the  consuming  localities,  and  so  long  as  prices 
continue  firm,  there  will  remain  a  strong  incentive  for  the  middle- 
man to  buy  heavily.  The  only  limit  to  this  kind  of  business  will  be 
that  of  the  available  amount  of  operating  capital,  or  credit.  The 
heavy  demand  fi'om  the  middleman,  which  raises  the  prices,  is  not 
without  effect  upon  the  supply  offered  by  the  producer:  the  latter 
will  now  defer  selling,  in  the  expectation  of  higher  prices.  Thus  the 
rise  of  prices  is  still  further  promoted,  and  it  acquires  something 
like  a  "justified"  character,  except  that  this  justification  comes 
post  factum.  If  the  producer  at  the  same  time  loses  his  incentive  to 
sell,  because  of  the  scarcit}^  of  other  goods  that  he  needs,  the  mid- 
dleman's action  will  rest  upon  a  still  more  solid  basis. 

Consequently,  owing  to  insufficiency  of  transport,  we  observe  the 
following  jihenomena  in  the  market  as  a  whole:  (1)  reduced  sup- 
ply, both  as  compared  with  the  former  supply  and  the  supply  that 
would  be  possible  at  the  moment,  (2)  increased  demand,  owing  not 
only  to  an  extraordinary  consumption  demand,  but  also  to  the 
speculative  demand  from  the  middlemen,  and  (3)  increased  prices 
in  the  consumption,  as  well  as  the  production  market.  These  things 
may  happen  even  when  there  are  abundant  supplies  to  be  found  in 
the  country  generally. 

The  Problem  Further  Complicated. 

Another  complication  must  be  discussed  briefly.  This  arises  from 
the  fact  that  not  only  finished  articles  of  food,  but  also  those  in  need 
of  further  manufacturing  processes  figure  in  the  market.  The  de- 
mand for  these  products  comes  from  those  who  are  engaged  in  these 
manufacturing  processes,  and  this  cannot,  therefore,  be  considered 
a  consumption  demand.  But  when  we  reflect  that  the  demand  for 
raw  2)roducts  is,  at  bottom,  the  ultimate  demand  of  the  consumer 
for  the  finished  article,  we  may  construe  this  kind  of  demand  as  an 
indirect  consumption  demand.  Essentially,  the  position  of  the  con- 
verter of  raw  materials  is  the  same  as  that  of  the  commercial  middle- 
man, the  sole  difl^erence  being  that  the  middleman's  function  in  this 
instance  is  complicated  by  the  additional  business  of  manufacturing. 
On  the  other  hand,  the  consumption  of  the  producing  enterprise  it- 
self may  have  no  effect  whatever  upon  the  supply  of  raw  material; 
that  is,  the  potential  supply  will,  in  this  case,  coincide  with  the 
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volume  of  production.  But  then,  again,  some  of  the  raw  material 
may  be  converted  into  finished  articles  by  the  establishment  that 
produced  it,  or  turned  over  to  another  establishment  for  the  finish- 
ing process,  as,  for  example,  grain  sent  to  the  mill  for  flour  produc- 
tion. In  both  these  instances  the  potential  supply  will  not  coincide 
with  the  production,  as  a  portion  is  retained  for  the  producer's  re- 
quirements. But  in  either  case  these  complicating  factors  do  not 
radically  modify  the  statement  of  the  problem  made  previously. 

Plan  of  Investigation. 

It  now  remains  for  us  to  formulate,  on  the  basis  of  what  has  been 
stated  thus  far,  the  general  scheme  of  our  investigation. 

First  of  all  we  must  study  the  movement  of  prices  during  the 
War,  in  order  to  obtain  a  general  view  of  the  problem  we  are  con- 
cerned with.  Next  we  shall  have  to  analyze  the  causes  underlying 
the  characteristic  features  of  these  price  movements.  And  this  must 
lead  us  logically  to  an  investigation  of  the  entire  machinery  of  the 
market  in  foodstuffs.  Our  starting  point  will  be  the  potential  supply 
and  ordinary  consumption  demand.  Determination  of  the  extent  of 
the  potential  supply  is  reduced  to  a  determination  of  the  volume 
of  production,  and  of  the  latent  demand.  The  extent  of  the  ordinary 
consumption  demand  will  have  to  be  ascertained,  with  the  aid  of 
statistics  relating  to  the  movement  of  earnings,  changes  in  wants, 
the  nature  of  wants  (their  elasticity),  and  other  such  factors,  on 
the  basis  of  the  volume  of  the  ordinary  consumption.  It  should  be 
stated  here  that  it  is  not  possible  to  elucidate  all  these  matters  with 
equal  fulness,  and  it  may,  perhaps,  not  be  possible  to  do  this  in  the 
exact  sequence  that  would  seem  the  most  desirable.  In  spite  of  such 
handicaps,  however,  we  expect  to  arrive  at  certain  conclusions  that 
will  prove  sufficiently  reliable. 

We  shall  endeavor,  first  of  all,  to  eliminate  the  influence  of  mar- 
ket disturbances  pure  and  simj^le  (impeded  circulation  of  goods  and 
effect  of  the  scarcity  of  complementary  goods)  and  to  ascertain, 
if  possible,  how  far  the  price  movements  have  been  due  to  causes 
that  influence  them  in  normal  times.  Since  the  effective  (actually 
present)  supj^ly  is  normally  equivalent  to  potential  supply,  and 
effective  demand  coincides  with  consumption  demand,  it  may  be 
that  a  comparison  of  potential  supply  and  consumption  demand 
during  the  War  period  will  enable  us  to  arrive  approximately  at 
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that  movement  of  prices  which  would  have  been  observed  had  there 
been  no  disorganization  of  the  market.  In  the  case  of  some  food- 
stuffs, the  price  movement  will  probably  be  easy  to  explain,  in  some 
degree  at  least,  by  the  fact  that  the  ratio  between  possible  supply 
and  consumption  demand  was  about  normal.  For  other  foodstuffs, 
the  movement  of  prices  may  be  found  entirely  at  variance  with  the 
anticipated  state  of  the  potential  supply  and  consumjition  demand. 
Again,  we  may  come  across  a  case  where  the  price  movement  for  all 
foodstuffs  defies  full  explanation  on  the  basis  of  potential  supply 
and  consumption  demand.  This  latter  instance  will  serve  as  proof 
that  both  factors  (potential  supply  and  consumjjtion  demand)  have 
ceased  to  govern  the  effective  supply  and  demand.  We  shall  then 
have  to  inquire  what  other  factors  played  their  part  in  influencing 
effective  supply  and  demand.  This  will  compel  us  to  find  out 
whether  there  had  been  heavy  speculative  business  done  by  the 
middlemen ;  whether  producers  kept  their  output  from  the  market ; 
and  whether  there  had  been  some  extraordinary  hoarding  by  con- 
sumers. And  when  we  find  that  all  these  things  actually  did  figure 
in  the  situation,  we  shall  see  at  the  same  time  that  they  are  mere  re- 
flections of  other,  still  deeper  causes.  At  this  stage  we  shall  have  to 
endeavor  to  measure  the  effects  of  the  disorganization  of  transport 
and  dislocation  of  goods  exchange  in  the  foodstuff's  market.  By  the 
latter  term  we  mean  the  difficulties  that  arose  from  the  scarcity  of 
those  goods  which  were  required  in  exchange  for  foodstuffs. 

Lastly,  in  so  far  as  it  will  be  necessary  to  explain  the  possibility 
of  increases  in  price  as  a  result  of  increased  money  incomes,  we 
shall  not  be  able  to  pass  over  in  silence  the  problem  of  the  effects 
of  increased  issues  of  paper  currency  upon  the  market  in  food- 
stuffs. 

All  this  should  make  it  possible  for  us  to  study  in  systematic 
fashion  the  effects  of  inevitable,  natural  factors  and  causes  upon  the 
machinery  of  the  market  and  of  prices.  During  the  War,  however, 
there  was  a  persistent  intervention  by  Government  in  the  economic 
life  of  the  nation.  Price  regulation  and  related  measures  exercised 
a  considerable  influence  upon  the  condition  of  the  market  and 
prices.  This  is  wh}'  it  will  be  our  task  also  to  consider  these  aspects 
of  the  problem  and  to  see  how  far  the  conflict  between  the  natural 
factors  in  the  market  and  the  will  of  the  State  to  control  these  fac- 
tors rationally  may  have  been  responsible  for  either  aggravation  or 
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amelioration  of  the  disorganized  state  of  the  mai'ket  and  of  the 
entire  mechanism  of  prices.  Only  after  we  have  concluded  our  in- 
vestigation of  all  these  factors  and  studied  their  mutual  effects  shall 
we  be  in  a  position  to  consider  our  task  completed. 


CHAPTER  II 


SOURCES  OF  INFORMATION 

Outside  Sources  of  Information. 

We  shall  considei*  here  briefly  the  sources  of  information  that  we 
have  utilized  in  our  study  of  the  problem  of  price  movements. 

The  most  important  source  of  information  on  price  movements 
before  the  War  had  been  the  Svod  Tovarnikh  Tscn  na  Glavnikh 
Russkikh  i  Inostrannikh  Rinkakh  {Summary  of  Commodity  Prices 
in  the  Principal  Russian  and  Foreign  Markets),  an  annual  pub- 
lication of  the  Statistical  Department  of  the  Ministry  of  Commerce 
and  Industry.  Its  last  issue  was  that  of  1913.  The  Summary  for 
the  year  1914;  was  being  printed  at  the  close  of  1915,  but  we  are 
not  aware  that  it  was  ever  published.  The  author  had  at  his  disposal 
practically  all  the  sheets  of  the  latter  Summary  that  came  from  the 
press,  and  he  utilized  them  during  the  War.  For  1915  and  1916 
there  was  no  publication  of  the  Summary. 

It  will  be  seen  therefore  that  we  have  no  complete  data  available 
for  all  classes  of  products  covering  the  most  interesting  period.  It 
should  be  stated,  however,  that  the  Statistical  Department  of  the 
Ministry  of  Commerce  and  Industry  also  used  to  publish  Svedenya 
o  Tsenakh  na  Khleb  i  Nekotorie  Vazhneishie  Tovari  (Reports  on 
the  Prices  of  Grain  and  of  Some  of  the  Most  Important  Commodi- 
ties), giving  information  on  prices  of  grain  and  some  other  impor- 
tant commodities.  This  publication  was  for  official  use  only.  We 
have  at  our  disposal  all  the  issues  do\vn  to  December  15,  1916.  It  is 
to  be  regretted  that  far  too  little  space  was  devoted  to  foodstuffs  in 
these  reports. 

For  cereals,  the  Ministry  of  Agriculture  provided  special  sources 
of  information  covering  all  the  provinces  and  a  large  number  of 
years.  A  peculiar  feature  of  these  sources  is  that  they  give  local 
prices  and  cover  only  two  seasons  of  the  agricultural  year — the 
spring  season  (end  of  April  and  beginning  of  May)  and  the  autumn 
season  (latter  half  of  November).  These  quotations  are  largely 
those  at  which  the  producer  disposes  of  his  grain  at  the  small,  local 
market.  But  in  the  consuming  provinces,  where  the  peasant  is  com- 
pelled to  buy  outside  grain  at  the  end  of  the  agricultural  year,  the 
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local  prices  are  evidently  those  at  which  the  farmers  not  only  sell 
(in  case  of  surplus)  the  grain,  but  also  buy  it  (in  case  of  shortage). 
We  have  available  the  local  quotations  for  cereals  covering  the  en- 
tire war  period,  to  the  close  of  1917.  For  the  latter  year  the  data 
have  been  published  by  N.  D.  Kondratev  in  his  book,  Rinok  Khlebov 
i  Ego  Regulirovanie  vo  Vremya  Voiny  i  Revolutsii  (The  Grain 
Market  and  Its  Regulation  during  the  War  and  the  Revolution), 
Moscow,  1922;  these  data  were  taken  from  unpublished  sources  of 
the  former  Ministr^^  of  Agriculture. 

Lastly,  price  reports  were  published  from  time  to  time  in  the 
Torgovo-Promishlennaya  Gazeta  {Gazette  of  Commerce  and  In- 
dustry) .  A  summary  of  these  reports  for  two  years  of  war  was  pre- 
pared by  the  Statistico-Economic  Bureau  of  the  All-Russian  Union 
of  ToAvns  and  published  under  the  title  Dvizhenie  Tsen  za  Dva 
Goda  Voiny  {Movements  of  Prices  during  Two  Years  of  War), 
Petrograd,  1916.  We  also  have  to  note  that  the  statistical  divisions 
of  the  zemstvos  and  municipalities  were  collecting  and  publishing 
information  concerning  the  prices  prevailing  in  retail  markets  and 
stores ;  but  we  are  unable  to  avail  ourselves  of  these  scattered  and 
not  always  printed  data.^ 

To  conclude  our  brief  survey  of  sources  of  information,  we  shall 
mention  the  interesting  and  well-digested  material  to  be  found  in 
the  Trudy  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizny 
(Works  of  the  Commission  for  the  Study  of  the  Present  High  Cost 
of  Living)  published  by  the  Chuprov  Society,  Moscow,  1915,  issues 
I— III.  This  covers  the  first  year  of  the  War.  Issue  I  is  of  j^articular 
importance  for  our  purpose.  Mention  should  also  be  made  of  an 
essay  by  Professor  Pervushin,  entitled  Volnya  Tseni  i  Pokupatel- 
naya  Sila  Russago  Rublya  v  Godi  Revolutsii  (Competitive  Prices 
and  the  Purchasing  Power  of  the  Ruble  during  the  Revolution), 
which  appeared  in  Volume  I  of  Denezhnoe  Obrashchenie  i  Kredit  v 

^  Tlie  following  admission  made  by  one  of  the  most  recent  investigators 
of  jjrice  movements  is  very  characteristic: 

"During  the  first  year  of  the  Revolution  (1917),  most  of  these  organs 
(those  collecting  information  on  prices)  nominally  continued  to  collect  data, 
especially  tiie  two  statistical  offices  at  the  capitals.  But  for  different  rea- 
sons the  work  done  in  this  direction  became  disorganized,  so  that  the  re- 
sult was  that  for  a  number  of  months  in  1917  we  have  no  data  on  prices  even 
for  the  capital  cities  ..."  (Pervushin,  in  Denezhnoe  Obrashchenie,  1922, 
I,  60-61). 
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Rossii  i  Zagranitsei  (Money  Circulation  and  Credit  in  Russia  and 
Abroad),  published  by  the  Institut  Ekonomicheskikh  Izsledovani 
(Institute  of  Economic  Research),  Petrograd-Moscow,  1922.  This 
essay  gives  some  price  data  for  the  first  half  of  1917. 

Our  Own  Sources  of  Information. 

The  present  volume,  however,  is  based  upon  entirely  different 
sources.  We  have  taken  as  the  basis  of  our  work  the  prices  collected 
and  digested,  under  the  direction  of  M.  Demosthenov,  by  the  Divi- 
sion of  Price  Statistics  of  the  Special  Council  on  Food  Sujjply.'  In 
undertaking  the  collection  and  computation  of  those  prices,  M. 
Demosthenov  proposed  to  do  for  food  products  the  same  work  that 
had  been  done  in  peace-time  by  the  Summary  of  Commodity  Prices, 
but  which  the  latter  found  itself  unable  to  perform  with  sufficient 
promptitude  in  war-time.  The  data  on  prices  were  obtained  from 
the  bulletins  received  by  the  Division  of  Price  Statistics  from  every 
produce-exchange  in  the  empire.  These  prices  were  then  tabulated 
for  ten-day  periods  and  for  monthly  periods.  As  regards  the  de- 
tails of  the  statistical  computation  of  these  data,  there  seems  to  be 
no  necessity  for  us  to  enlarge  upon  them.  Suffice  it  to  say  that  prices 
were  now  recorded  for  a  much  larger  number  of  markets  and  grades 
of  a  given  commodity  than  figure  in  the  Summary.  Thus,  in  the 
case  of  wheat,  the  Summary  accounted  for  thirty-four  markets, 
whereas  the  Special  Council  recorded  quotations  from  fifty-four 
markets  (not  to  mention  the  fact  that  those  quoted  by  the  Summary 
included  some  markets  that  had  lost  all  importance  during  the 
War) .  The  corresponding  figures  for  rye  were  forty-three  and 
fifty-seven,  for  wheat  flour  thirty-three  and  fifty-five,  and  so  on. 
The  Summary  recorded  an  average  of  four  grades  of  wheat  flour 
per  market,  while  the  Special  Council  recorded  six  grades.  As  both 
institutions  derived  their  information  from  the  same  source — the 
exchange  bulletins — it  stands  to  reason  that  the  price  data  supplied 
by  the  Special  Council  must  be  of  the  same  nature  as  those  con- 
tained in  the  Summar}^,  and  we  may  regard  them  as  a  direct  con- 
tinuation of  the  latter. 

We  have  thus  been  able  to  avail  ourselves  of  data  from  produce- 
exchange  quotations  covering  the  whole  of  1914  and  1915,  and 

^  M.  Demosthenov  was  ably  assisted  in  tliis  work  by  his  collaborator, 
M.  Dolinsky,  and  a  special  staff. 
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nearly  the  whole  of  1916.  After  September-October,  1916,  however, 
the  produce-exchange  prices  are  no  longer  available.  This  was  due 
to  the  disorganization  of  the  produce-exchanges  caused  by  the 
strict  price  regulation  and  other  Government  intervention  in  the 
food  trade  in  the  autumn  of  1916.  A  number  of  exchanges  ceased 
to  publish  their  bulletins,  and  some  issued  them  either  as  blank 
sheets  or  with  the  officially  regulated  prices  only.  After  the  autumn 
of  that  year,  all  business  is  done  outside  the  exchanges. 

Price  data  prepared  by  the  Special  Council  were  published  on 
several  occasions.  The  first  issue  appeared  at  the  beginning  of  1916 
under  the  title  Dvizhenie  Birzhevikh  Tsen  na  Glavneishie  Prodo- 
volstvennie  Produkty  v  Oktyabre,  Noyahre,  i  Dekabre  1915  Srav- 
nitelno  s  1913  i  1914-  {Movements  in  Exchange  Prices  for  the 
Principal  Food  Products  in  October,  November,  and  December, 
1915,  as  compared  with  1913  and  1914-),  published  at  Petrograd 
by  the  secretariat  of  the  Special  Council  on  Food  Supply.  This  also 
contains  M.  Demosthenov's  Obshchya  Soobrazhenya  a  Prichinakh 
Sovremennoi  Dorogovizny  {General  Co7isideration  of  the  Causes  of 
the  Present  High  Cost  of  Living)  and  a  wealth  of  statistical  ma- 
terial. 

Later,  when  the  commissioners  of  the  Special  Council  held  their 
conference  (August,  1916),  several  compilations  dealing  with  prices 
were  published :  ( 1 )  Dvizhenie  Birzhevikh  Tsen  v  Yanvare  i  Fevrale 
1916  {Moveinents  in  Exchange  Prices  during  January  and  Feb- 
ruary, 1916),  (2)  a  volume  under  the  same  title  for  March  and 
April,  1916,  and  (3)  another  volume  under  the  same  title  for  May 
and  June  of  the  same  year.  Parallel  with  these  publications,  the 
price  movements  for  the  corresponding  months  of  1915  were  pub- 
lished. 

When  the  Bolshevik  Revolution  occurred,  this  work  was  com- 
pleted, so  far  as  its  main  features  were  concerned,  including  the 
index  numbers  for  every  foodstuff  in  any  market.  In  computing 
these  indexes,  the  average  prices  for  1913  were  taken  as  a  basis. 
The  whole  work  was  to  be  completed  by  the  following  special  tables  : 
(1)  index  numbers  for  all  grades  (or  varieties)  of  each  separate 
product,  in  any  market;  (2)  general  index  numbers  for  each  prod- 
uct, both  by  groups  of  markets  (selected  according  to  some  definite 
attribute,  for  instance,  according  to  whether  they  were  production 
or  consumption  markets  for  the  given  commodity)  and  for  all  the 
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markets  taken  as  a  whole;  (3)  general  index  numbers  for  all 
products  and  for  all  markets. 

The  completion  of  this  task  was  unfortunately  made  impossible 
by  the  events  of  the  Bolshevik  Revolution ;  the  strike  of  the  gov- 
ernment officials,  followed  somewhat  later  by  the  evacuation  of  all 
commissariats  (which  took  the  place  of  the  former  ministries)  from 
Petrograd  to  Moscow,  definitely  put  an  end  to  it.  Subsequently, 
when  the  former  officials  and  clerks  resumed  work,  it  transpired  that 
a  great  deal  of  all  this  valuable  compilation  had  been  irretrievably 
lost.  But  the  basic  material  was  fortunately  recovered  later,  so  that 
some  of  the  work  could  be  continued. 

In  1920  the  Petrograd  Division  of  the  People's  Commissariat 
on  Food  Supply  made  public  the  figures  showing  the  movements  in 
produce-exchange  prices  in  1915  and  1916,  under  the  title  Dviz- 
henie  Birzhevikh  Tsen  na  Glavneishie  Prodovolstvennic  ProduJcti  v 
1915  i  1916  Godakh,  Sravnitelno  s  1913  i  191J^  Godami  {Move- 
ments in  Exchange  Prices  for  the  Principal  Food  Products  in  1915 
and  1916,  as  compared  with  1913  and  191  Jf,),  issue  II,  Petrograd, 
1920.^  We  have  been  able  to  avail  ourselves  of  this  volume  and  have 
found,  upon  close  examination,  that  all  the  data  regarding  prices 
and  all  the  index  numbers  for  the  various  grades  of  goods  have  been 
taken  from  the  earlier  sources  and  deserve  absolute  confidence.  But 
the  tables  giving  general  index  numbers  for  separate  markets,  for 
groups  of  markets,  and  other  such  data,  have  been  compiled  in 
violation  of  the  most  elementary  rules  and  should  be  entirely  re- 
jected.* We  have  thus  found  it  necessary  to  reconstruct  funda- 
mentally every  one  of  these  tables.  But  as  we  have  been  unable  at 
the  present  moment  to  obtain  the  Summary  for  1914,  and  since  the 
Soviet  publication  lacks  absolute  figures  and  index  numbers  for 
different  grades  of  products  in  1914,  it  has  been  impossible  for  us 
to  correct,  in  our  tables,  errors  in  the  index  numbers  for  the  first 
half  year  of  the  War.  The  reader  should,  therefore,  bear  in  mind 

^  The  above-mentioned  volume  by  M.  Demosthenov,  published  in  1916 
(see  p.  236)  was  regarded  as  issue  I. 

*  The  whole  of  Part  II,  beginning  at  page  12.3,  will  have  to  be  rejected. 
We  sliould  feel  extremely  sorry  if  the  careless  execution  of  Part  II,  which 
has  been  based  ostensibly  upon  our  own  plan,  were  to  be  considered  suffi- 
cient to  vitiate  the  whole  volume.  It  is  fortunately  otherwise.  We  mention 
this  in  case  students  unfamiliar  with  the  history  of  the  statistical  computa- 
tion of  produce-exchange  prices  should  desire  to  use  that  volume. 
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that  only  the  index  numbers  for  1915  and  1916  given  in  our  tables 
in  the  j^resent  work  can  claim  to  be  accurate.  Still,  through  a 
process  of  complicated  comparisons,  we  have  arrived  at  the  definite 
conclusion  that  even  in  1914  data  are  quite  reliable  for  the  over- 
whelming majority  of  markets.  We  call  attention  to  these  facts  in 
order  to  show  the  difficulties  encountered  by  the  student  of  war- 
time prices  at  the  present  day. 

In  conclusion,  we  wish  to  point  out  that  the  Special  Council  did 
not  confine  itself  to  a  mere  collection  of  produce-exchange  quota- 
tions. In  the  autumn  of  1916,  when  the  paralysis  of  the  exchange 
machinery  had  become  evident  and  the  prices  quoted  by  exchanges 
could  not  serve  any  practical  purpose,  the  Special  Council  ordered 
the  zemstvos  and  municipal  institutions  (or  the  organs  of  the  Min- 
istry of  Agriculture,  where  no  such  institutions  existed)  to  send  in 
reports  on  prices  of  foodstuffs  according  to  a  definite  plan.  These 
rej^orts  of  wholesale  and  retail  prices  were  to  distinguish  between 
the  chief  towns  of  a  province  or  district,  rural  localities,  etc.  This 
material  is  of  great  value  and,  so  far  as  the  present  writer  is  aware, 
is  the  only  systematic  collection  that  gives  a  complete  picture  of 
price  movements  throughout  the  empire  in  1917.  But  in  the  chaos 
of  the  Bolshevik  Revolution  all  these  data  were  lost  and  have  never 
been  recovered. 

Recapitulating  briefly  what  has  been  stated  above,  we  may  note 
the  following  facts:  (1)  data  on  the  produce-exchange  prices  of 
foodstuffs  are  available  only  for  the  first  two  or,  at  the  utmost,  two 
and  a  half  years  of  the  War;  the  most  reliable  material  for  an  in- 
vestigation of  prices — produce-exchange  quotations — for  most  of 
the  commodities,  disappears  about  September-October,  1916,  and 
the  only  exchange  prices  at  our  disposal  up  to  January,  1917,  are 
those  for  meat  and  butter;  (2)  for  cereals,  we  have  the  data  of  the 
Ministry  of  Agriculture,  relating  to  the  local  market  prices  cover- 
ing the  entire  period  of  the  War;  (3)  we  may  use  as  auxiliary  ma- 
terial the  price  quotations  of  the  Torgovo-PromisJilennaya  Gazeta, 
digested  for  two  years  of  the  War  by  the  Statistico-Economic  Bu- 
reau of  the  All-Russian  Union  of  Towns. 

Reliability  of  Our  Material. 

The  question  to  what  extent  the  quotations  of  exchanges  and 
local  market  prices  may  be  taken  as  a  reliable  basis  for  this  investi- 
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gation  is  very  important.  At  first  sight  such  a  question  may  cause 
surprise,  for  what  could  be  more  reliable  than  the  quotations  of  the 
produce-exchanges?  But  as  soon  as  we  stop  to  reflect  upon  the  pe- 
culiar conditions  that  prevailed  during  the  War,  we  see  that  this  is 
by  no  means  an  idle  question.  The  truth  is  that,  as  soon  as  war  was 
declared,  the  local  authorities  in  a  great  many  cities  and  provinces, 
but  especially  in  those  which  depended  upon  outside  supplies,  began 
to  regulate  prices  of  foodstuffs  and  other  commodities.  Later  on, 
prices  were  fixed  in  the  producing  areas  by  the  central  Government 
for  army  purchases.  Nominally,  this  form  of  price  regulation 
should  have  left  private  business  unaffected;  but  actually  the  ma- 
chinery of  commerce  was  forced  to  reckon  with  it.  In  any  case,  the 
fact  is  that  exchange  committees  and  persons  doing  business  with 
the  exchanges  were  afraid  that  unpleasant  consequences  might  en- 
sue if  prices  were  quoted  in  the  bulletins,  exceeding  those  estab- 
lished by  either  the  local  or  the  central  authorities.  A  careful  exami- 
nation of  these  prices,  however,  has  convinced  us  that,  in  most  of 
the  markets,  the  exchange  bulletins  give  us  a  more  or  less  faithful 
and  complete  view  of  price  movements.  When  no  transactions  take 
place,  the  sellers'  prices  show  the  market  situation  most  clearly,  and 
this  is  the  reason  why  we  have  used  these  sources  also  in  our  work. 

An  Important  Feature  of  Exchange  Quotations. 

There  remains  one  peculiar  feature  of  our  produce-exchange 
prices  to  be  briefly  noted.  The  overwhelming  majority  of  the  Rus- 
sian j^roduce-exchanges  were  situated  in  the  producing  regions.  The 
areas  of  consumption  had  very  few  such  institutions.  This  explains 
why  our  prices  are  so  largely  those  of  the  areas  of  production. 
Since  we  have  constructed  our  general  index  numbers  of  rising 
prices  for  the  empire  from  the  index  numbers  of  all  the  markets, 
with  the  result  that  the  consumption  markets  are  completely  lost 
in  the  vast  mass  of  production  markets,  it  follows  that  our  general 
index  numbers  cannot  reflect  with  absolute  precision  the  movement 
of  prices  for  the  Russian  Empire  as  a  whole.  In  the  tables  contained 
in  the  next  chapter  we,  therefore,  include  index  numbers  calculated 
according  to  groups  of  markets  (production  and  consumption  mar- 
kets), so  that,  by  combining  these  group  indexes,  we  are  able  to  ob- 
serve much  more  accurately  the  movement  of  prices  throughout  the 
empire. 
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GENERAL  NATURE  OF  PRICE  MOVEMENT 

Rising  Prices  before  the  War. 

When  we  examine  prices  of  different  commodities  for  all  markets 
of  the  Russian  Empire,  we  find  that  in  the  war  period  the  rising 
tendency  affected  all  commodities  in  all  markets.  It  is  safe  to  say, 
therefore,  that  the  high  cost  of  foodstuffs  was  not  a  local  phenome- 
non, but  extended  throughout  the  empire. 

This,  however,  was  nothing  new  in  Russia.  Advancing  prices  of 
commodities,  foodstuffs  included,  had  been  noticed  before  the  War 
for  a  considerable  time.  It  appears  from  Table  1  that  in  1913  the 
price  of  all  commodities  taken  together  was  36.6  per  cent  higher 
than  the  average  price  of  the  1890-1899  period.^  For  the  decade 
1900—1909,  the  general  index  number  was  118  (the  prices  of  1890- 
1899  being  taken  as  100)  ;  for  1910  it  was  128.9;  for  1911,  130.9; 
for  1912,  138.9;  for  1913,  136.6.  Mineral  products  (fuel  and 
metals)  showed  the  strongest  advance,  followed  by  animal  products 
(cattle,  meat,  butter,  hides),  textile  materials,  and  cereals.  Chemi- 
cals and  groceries  rose  the  least.  Among  the  mineral  products, 
petroleum  and  oil  residue  showed  striking  price  increases  (their  in- 
dex numbers  being  259.5  and  323.4  respectively)  ;  also  tin,  lead, 
and  coal.  Among  the  animal  products,  there  was  a  heavy  increase 

^  Tliis  table  was  prepared  on  the  basis  of  the  Summary  for  1913,  pp. 
ii-vii  (Petrograd,  IQl*).  The  groups  of  commodities  named  in  this  table 
comprised : 

(o)  Cereals:  rye,  wheat,  oats,  barley,  maize,  peas,  buckwheat,  buckwheat 
grits,  millet,  wheat  flour,  rye  flour,  bran,  malt; 

(b)  Animal  products:  large  cattle,  small  cattle,  meat,  ox  hides,  lard, 
butter,  herrings ; 

(c)  Oil  products:  linseed,  henipseed,  sunflower-seed;  the  oils  of  these 
three  kinds  of  seed  and  of  rape  and  olive;  oil-cake; 

(d)  Textile  materials:  flax,  hemp,  cotton,  cotton  yarn,  calico,  wool; 

(e)  Mineral  products:  coal,  petroleum,  oil  residue,  kerosene,  cast  iron, 
other  iron,  copper,  tin,  zinc,  lead; 

(f)  Chemicals:  white  lead,  indigo,  borax,  vitriol,  potash,  soda,  niter, 
sulphur,  dyestufFs,  rosin,  tragacanth; 

(g)  Groceries:  salt,  sugar,  coff'ee,  tea,  rice,  pepper,  dried  currants,  al- 
monds, hojis. 
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TABLE  1 

PRICE  MOVEMENT  IN  GROUPS  OF  DIFFERENT  PRODUCTS, 

1900-1913 


■Groups  of  products- 


All 

Animal 

Oil 

Mineral 

cereal 

prod- 

prod- 

Textile 

prod- 

Chemi- 

Gro- 

All 

Date 

products 

ucts 

ucts 

materials 

ucts 

cals 

ceries 

products 

1890-1899 

100 

100 

100 

100 

100 

100 

100 

100 

1900-1909 

119.9 

131.4 

111.1 

133.0 

118.7 

107.2 

105.4 

118.1 

1900 

98.7 

117.8 

108.0 

124.5 

131.1 

103.2 

103.8 

112.4 

1901 

106.8 

115.3 

132.1 

131.0 

109.1 

101.5 

108.0 

114.8 

1902 

112.8 

121.8 

113.3 

124.8 

96.5 

99.4 

102.6 

110.2 

1903 

102.0 

121.9 

94.3 

130.0 

98.2 

98.9 

104.5 

107.1 

1901 

106.3 

121.7 

96.7 

134.1 

106.9 

102.7 

108.7 

111.0 

1905 

117.0 

127.8 

102.0 

127.0 

119.0 

105.3 

108.2 

115.2 

1906 

122.7 

137.3 

115.4 

139.8 

137.9 

112.7 

108.4 

124.9 

1907 

146.7 

148.4 

109.5 

146.4 

141.8 

121.0 

106.7 

131.5 

1908 

147.4 

148.4 

106.1 

134.7 

124.4 

115.8 

102.4 

125.6 

1909 

138.5 

152.5 

130.9 

138.6 

121.7 

111.6 

101.1 

127.8 

1910 

117.8 

154.6 

140.7 

154.3 

116.7 

113.6 

104.8 

128.9 

1911 

128.0 

143.9 

134.1 

151.9 

129.9 

117.9 

110.4 

130.9 

1912 

145.7 

153.7 

126.8 

150.7 

155.6 

122.7 

117.1 

138.9 

1913 

128.9 

168.7 

112.6 

145.5 

168.8 

119.5 

112.4 

136.6 

in  the  price  of  hides ;  among  textile  materials,  hemp  and  cotton  rose 
considerabl}',  and  among  the  cereals,  barley. 

Broadly  speaking,  it  may  be  said  that  the  prices  of  raw  materials 
rose  more  than  those  of  finished  products,  and  those  of  export  goods 
more  than  those  of  commodities  imported  from  abroad. 

The  development  of  industry  within  Russia,  but  mainly  the  de- 
mand of  the  world  market,  had  a  powerful  effect  upon  the  prices  of 
raw  materials,  tending  to  drive  them  up  to  the  level  of  prices  ruling 
in  the  world  market.  Railway  construction  and  cheaper  transport 
contributed  to  bring  about  the  disappearance  of  the  self-sufficing 
"natural"  economy  of  the  country,  opened  up  new  territories  to 
the  influences  of  both  the  domestic  and  foreign  markets,  and  natu- 
rally caused  prices  to  advance.  Improved  and  cheaper  transport 
facilities  exerted  their  influence  also  upon  prices  in  those  Russian 
markets  which  were  already  participating  in  foreign  commerce.  At 
the  same  time  there  was  a  stronger  upward  trend  in  Russian  than 
in  foreign  prices. 

We  may  now  consider  price  movements  in  foodstuffs  before  the 
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War.  We  have  selected  only  thirteen  of  the  principal  foodstuffs,  be- 
cause it  is  only  for  these  commodities  that  we  are  able  to  furnish 
more  or  less  complete  data  covering  also  the  period  of  the  War. 
Table  2  (compiled  on  the  basis  of  the  Summary  for  1913)  shows 
that,  on  the  whole,  food  prices  tended  to  rise,  but  that  there  were 
considerable  fluctuations  from  year  to  year,  a  j^henomenon  easily 
explained  by  fluctuating  harvest  conditions.  Salt  was  the  only  ar- 
ticle that  showed  very  small  changes  in  price,  remaining  practically 
stationary  throughout  this  period.  A  drop  in  prices  was  noted  only 


TABLE  2 

PRICE  MOVEMENT  OF  PRINCIPAL  FOODSTUFFS, 

1900-1913 


1890- 

1900- 

1909- 

1899 

1909 

1909 

1910 

1911 

1912 

1913 

1913 

Rye- 

100 

117.2 

138.4 

114.0 

123.7 

140.0 

121.5 

127.5 

AVheat^ 

'  100 

114.1 

138.5 

122.2 

127.9 

141.7 

129.5 

131.9 

Oats* 

100 

113.5 

122.3 

101.1 

121.1 

149.3 

124.0 

123.5 

Barley^ 

100 

129.9 

146.1 

123.9 

152.9 

181.1 

152.5 

151.3 

Grits,  buck- 

wheat* 

100 

111.2 

120.9 

97.1 

97.8 

111.3 

112.3 

107.9 

Millet^ 

100 

122.7 

137.5 

121.3 

128.5 

142.9 

123.5 

130.7 

Flour,  wheat* 

100 

111.8 

131.8 

118.6 

132.0 

139.6 

136.7 

131.7 

Flour,  rye'"* 

100 

117.6 

143.0 

120.3 

130.3 

142.0 

135.6 

134.2 

Butter^" 

100 

111.8 

121.7 

120.8 

122.7 

130.4 

127.2 

124.5 

Meat" 

100 

119.4 

142.8 

139.4 

136.3 

152.5 

160.8 

146.3 

Sugar,  granul.-'^ 

100 

95.3 

95.3 

97.5 

90.8 

86.6 

92.9 

92.6 

Sugar,  lump'^ 

100 

94.1 

91.6 

87.6 

87.1 

78.4 

86.9 

85.9 

Salt" 

100 

100.5 

103.5 

103.5 

105.5 

100.9 

99.0 

102.5 

100 

112.2 

125.6 

112.8 

119.7 

130.5 

123.2 

122.3 

^  St.  Peter.sburg,  Reval,  Riga,  Libau,  Odessa,  Nikolaev,  Taganrog,  Ros- 
tov, Novorossisk,  Moscow,  Eletz,  Samara,  Saratov. 

^  Riga,  Nikolaev,  Taganrog,  Rostov,  Novorossisk,  Eletz,  Samara,  Saratov. 

*  St.  Petersburg,  Reval,  Riga,  Libau,  Odessa,  Rostov,  Novorossisk,  Mos- 
cow, Eletz,  Saratov. 

^  Odessa,  Nikolaev,  Taganrog,  Rostov,  Novorossisk. 

6,  7,  8,  9,  10  ]\ioscow.  The  term  millet,  as  used  in  this  monograph,  means 
millet  grits,  unless  otherwise  defined. 

"  St.  Petersburg.  "  Kiev. 

"  Ribinsk. 
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in  sugar,  and  it  was  found  that  lumjj  sugar  fell  much  more  than 
granulated.  All  other  products,  with  only  a  few  exceptions,  show  a 
constant  rise  in  prices.  Barley  heads  the  list  in  point  of  rising  price ; 
the  second  place  belongs  to  meat  (in  1913  it  outstripped  even  bar- 
ley) ;  third  comes  rye  flour,  and  fourth,  wheat  and  wheat  flour. 
After  these  come  millet,  rye,  butter,  oats,  and  buckwheat  grits. 

It  thus  appears  that  there  was  a  considerable  rise  in  prices  even 
before  the  War.  The  fact  is  that  for  some  years  before  its  outbreak, 
the  problem  of  the  high  cost  of  living  in  Russian  cities  had  become 
serious,  although,  of  course,  not  so  serious  as  in  most  of  the  western 
European  countries.  According  to  figures  published  by  the  British 
Board  of  Trade,  the  sharpest  rises  in  the  price  of  foodstuffs  (com- 
pared with  1900,  for  which  year  the  prices  are  taken  as  100)  were 
noted  in  1911.  In  that  year  the  respective  index  numbers  in  Hun- 
gary, Austria,  Belgium,  and  Germany  were  as  follows:  13T,  128, 
128,  128.  Directly  after  these  countries  came  Russia;  then  followed 
Italy,  France,  Holland,  Norway,  and  England  with  the  following 
index  numbers:  121,  118,  117,  117,  109. 

As  for  the  causes  of  the  rise  of  prices  previous  to  the  War,  they 
do  not  fall  within  the  scope  of  the  present  work  and  we  shall  not 
discuss  them  here,  observing  only  that  there  is  no  unanimity  with 
regard  thereto  among  the  students  of  the  problem. 

Base  of  Index  Number  Calculation. 

Turning  now  to  our  inquiry  into  price  movements  during  the 
War,  we  must,  first  of  all,  answer  one  highly  important  question, 
namely,  what  base  shall  we  adopt  for  the  calculation  of  our  index 
numbers  ?  At  first  sight,  one  would  suppose  that  the  most  convenient 
course  would  be  to  take  the  base  emplo3^ed  in  the  preceding  tables, 
that  is,  the  average  of  prices  for  1890-1899.  We  could  thus  link  up 
the  index  numbers  of  war  and  peace  prices  to  form  a  continuous 
chain.  But  two  objections  may  be  advanced,  one  of  principle  and 
the  other  of  a  technical  character.  We  must  note,  first  of  all,  that 
the  War  shook  the  very  foundations  of  the  national  economy  to 
such  an  extent  as  to  affect  profoundly  the  whole  machinery  of  mar- 
kets and  prices;  and  that  it  would,  for  this  reason,  if  for  no  other, 
be  wise  to  take  the  average  prices  for  several  years  immediately  pre- 
ceding the  War  as  a  base  for  our  index  calculation,  instead  of  price 
averages  of  a  remote  period.  It  would  thus  be  possible  to  bring  into 
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stronger  relief  the  peculiar  character  of  price  movements  under  the 
conditions  of  the  War.  It  is  evident  that,  in  studying  the  war  prices, 
we  shall  always  feel  the  need  of  comparing  them  with  those  of  a 
recent,  not  of  a  vei-y  remote,  past. 

But  we  are  also  forced  to  reckon  with  a  technical  consideration. 
The  Summary,  it  should  be  understood,  while  serving  as  the  prin- 
cipal source  of  price  study  in  peace-time,  covers  a  very  large 
number  of  markets  only  for  a  very  limited  number  of  years.  Were 
we  to  take  as  the  base  of  our  index  computation  the  average  prices 
of  1890-1899,  we  should  be  restricted  to  an  insignificant  number  of 
markets  for  each  commodity.  In  time  of  peace,  the  prices  prevailing 
even  in  a  single  large  market  might  have  been  taken  as  a  fair  index 
for  the  whole  country.  But  during  the  War  there  was  no  single 
market  that  could  serve  such  a  purj^ose.  Many  markets  during  this 
period  lost  all  their  former  importance  (for  instance,  some  of  the 
seaports),  and  the  relative  importance  and  sphere  of  influence  of 
many  others  underwent  radical  changes.  In  these  conditions  it  is 
especially  desirable  to  take  as  many  markets  as  possible  as  a  basis 
for  price  calculations.  In  other  words,  a  pi'oper  selection  of  "typi- 
cal" markets  is  far  more  difficult  for  a  period  of  war  than  for  one  of 
peace.  It  will  thus  be  seen  that  we  cannot  rest  satisfied  with  the 
1890—1899  averages  as  a  basis  for  the  index  numbers  of  the  war 
period. 

Considerations  of  the  same  nature  should  also  make  us  very  cau- 
tious in  selecting  any  other  base.  It  would,  of  course,  be  highly  de- 
sirable that  we  should  take  as  our  base  the  average  prices  for  a  num- 
ber of  years  immediately  preceding  the  War,  since  only  a  consider- 
able period  could  furnish  an  average  that  would  prove  sufficiently 
characteristic  of  times  of  peace.  But  this,  again,  would  reduce  the 
number  of  markets  to  be  utilized  in  our  construction  of  general  in- 
dex numbers.  At  first,  we  intended  to  use  the  average  prices  for  the 
five-year  period,  1909-1913,  but  this  had  to  be  abandoned,  for  it 
would  have  entailed  the  exclusion  of  some  very  important  markets. 
We  finally  decided  to  use  the  averages  for  1913  only.  Fortunately 
the  prices  for  this  year  were  almost  identical  with  those  of  1909- 
1913  in  those  markets  in  which  comparison  was  possible. 

Needless  to  say,  when  we  consider  each  commodity  by  itself,  there 
is  no  such  complete  agreement.  The  difference  is  especially  marked 
in  the  case  of  meat.  A  glance  at  Table  2  will  show  that  our  index 
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numbers  of  the  rising  meat  prices  for  the  period  of  the  War  would 
have  been  higher  had  we  assumed  as  our  base  tlie  average  prices  for 
1909-1913.  In  the  other  products  we  do  not,  on  the  whole,  see  any 
important  differences.  At  all  events  the  essential  point  is  that,  in 
taking  the  1913  averages  as  our  base,  we  do  not  impart  to  the  index 
numbers  of  the  war  pex'iod  an  artificially  inflated  character,  for 
1913  was,  in  the  main,  an  "average"  year  and  not  conspicuous  for 
very  low  prices. 

It  goes  without  saying  that  in  calculating  index  numbers  for  each 
separate  commodity  the  same  composition  of  markets  and  grades 
has  been  used  for  the  entire  period  of  the  War.  The  only  errors  in 
this  respect  may  have  crept  into  the  1914!  figures,  for  reasons  made 
sufficiently  plain  in  Chapter  II. 

Generally  speaking,  it  was  necessary  to  exclude  a  large  number 
of  markets  altogether,  either  because  they  stopped  quoting  prices 
very  early  or  because  they  quoted  none  during  long  intervals.  In 
such  cases  we  did  not  think  that  departures  from  uniformity,  by 
way  of  omissions  or  interpolations,  were  permissible.  The  same  ap- 
plies to  various  grades  of  certain  goods  in  one  market  or  another. 
Many  grades  had  to  be  excluded  entirely.  In  all  cases  where  we  have 
admitted  interpolations  for  the  different  grades  or  for  the  aggre- 
gate of  all  grades  of  some  particular  commodity  in  one  market  or 
another,  we  have  refrained  from  explanatory  footnotes,  as  tending 
to  congest  the  tables  without  absolute  necessity.  We  wish  to  add 
that  the  interpolations  were  made  with  extreme  care  and  due  con- 
sideration of  all  circumstances  in  each  separate  case  (price  move- 
ments of  other  grades  of  the  same  article  in  any  given  market,  or 
of  the  same  grades  in  other  markets  related  to  the  first,  etc.).  To 
publish  complete  tables  covering  all  products  and  all  markets  would 
require  more  space  than  is  permissible  in  this  work. 

A  Forecast  of  War-time  Siipply  Conditions. 

Now,  if,  without  consulting  Tables  3,  4,  5,  6,  7,  we  were  to  ask 
ourselves  what  the  price  movements  in  foodstuffs  ought  to  be  during 
the  War,  taking  into  account  the  cessation  of  exports  and  the 
anticipated  oversupply  of  labor  in  the  rural  districts,  our  first 
thought  would  undoubtedly  be  that  which  occurred  to  Bloch,  as 
early  as  1898.  In  a  bulky  work  which  he  then  wrote  on  the  prob- 
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lem  of  The  Future  War,  Technically,  Economically,  and  Politically 
Consider ed,^^  he  makes  the  following  forecast: 

With  the  cessation  of  the  exports,  the  demand  for  grain  will  decline 
and  its  price  will  fall;  at  the  same  time  the  earnings  of  the  peasants 
and  farmers  will  also  dechne.  Moreover,  there  will  be  fluctuations  in 
price,  for  the  simple  reason  that  the  standard  for  grain  prices  is  al- 
ways supphed  by  the  export  of  the  grain,  and  this  export  will  have 
ceased.  Increased  army  purchases  cannot  compensate  the  loss  of  the 
export  markets.  Besides,  delivery  of  grain  to  the  army  will  be  ex- 
ceedingly diflScult,  since  rolling-stock  wiU  be  occupied  transporting 
troops  and  army  freights.  The  other  Russian  export  commodities  be- 
long mainly  to  the  category  of  raw  and  semi-manufactured  materials 
and  products,  such  as  seeds,  flax,  hemp,  timber,  bristles,  and  wool.  With 
the  grain,  these  make  up  about  80  per  cent  of  the  total  exports  of 
Russia.  In  the  domestic  trade  in  these  commodities,  the  closing  of  the 
export  market  will  cause  the  same  upheaval  as  in  the  grain  trade. 

This  situation,  the  author  continues,  is  bound  to  have  a  detri- 
mental effect  upon  Russian  industries,  because 

in  those  fields  which  have  anything  to  do  with  producing  things  needed 
by  the  army,  work  will,  of  course,  not  stop  .  .  .  but  undoubtedly  the 
demand  for  such  goods  in  the  general  market  will  shrink  in  proportion 
with  the  growing  decline  in  agricultural  earnings,  especially  as  there 
will  be  all-round  confusion  and  chaos  in  agricultural  conditions.  Rus- 
sian industry  rests  chiefly  ujDon  the  gratification  of  the  demands  of  the 
peasantry.  .  .  .  Naturally,  the  reduced  purchasing  power  of  the 
peasantry,  as  a  result  of  the  War,  must  lead  to  an  appreciable  cur- 
tailment of  industrial  production. 

It  must  be  admitted  that  these  views  were  shared  by  a  number  of 
other  persons.  At  the  beginning  of  the  War,  Russian  industrialists 
began  to  reduce  the  output  of  goods  for  civilians,  and  there  was,  in 
consequence,  considerable  alarm  among  the  agricultural  pojjula- 
tion.  Thus  M.  Bartenev,  Senior  Factory  Inspector  for  the  Province 
of  Moscow,  wrote  in  a  report: 

Immediately  after  the  beginning  of  hostilities,  there  was  a  ground- 
less panic  among  the  manufacturers.  A  wholesale  curtailment  of  pro- 
duction was  started.  .   .   .  As  a  consequence,  production  shrank  by 

J.  S.  Bloch,  Budushchaya  Voina  v  Tehhniche shorn,  Ehonomicheskom,  i 
Politicheskom  Otnoshenyakh,  1898,  quoted  in  Prokopsvich  (see  p.  247,  n. 
17),  pp.  6-7;  abbreviated  English  translation.  New  York,  1899. 
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25,  and  even  as  much  as  50  per  cent,  in  nearly  every  class  of  manu- 
facture.'^ 

Again,  in  August,  1914,  Prince  Shakhovskoi,  in  his  report  to  the 
Moscow  Agricultural  Society,  said: 

It  is  absolutely  impossible  to  forecast  the  duration  of  this  War  and 
when  our  exports  from  the  south  will  be  resumed,  and  we  cannot,  there- 
fore, tell  precisely  when  wheat  prices  will  again  be  regulated  more  or 
less  normally.  In  these  conditions,  it  may  be  that  wheat  will  for  some 
time  lose  all  its  value  to  the  holder  because  there  is  no  purchaser  to  be 
found  for  it  in  the  domestic  market.  .  . 

Price  Movements  during  WUp. 

We  can  now  turn  to  a  consideration  of  the  movement  of  prices  in 
1914.  Table  3  gives  us  a  complete  view  of  the  changes  in  food  prices 
during  1914.  It  should  be  noted  here  that  this  table  represents  an 
independent  calculation  in  which  the  index  numbers  do  not  coincide 
with  those  for  the  same  months  of  1914  and  for  the  same  commodi- 
ties given  in  the  subsequent  tables.  This  is  due  to  the  fact  that  in 
preparing  Table  3  we  have  taken  into  account  all  the  markets  and 
all  the  grades  of  foodstuffs  that  were  available  in  1914,  whereas,  in 
the  latter  tables,  we  have  used  only  those  markets  and  grades  of 
commodities  for  1914  which  could  be  utilized  also  for  the  subse- 
quent war  years. 

When  we  examine  our  table,  we  are  necessarily  struck  by  the  fol- 
lowing facts.  For  wheat,  we  have  a  considerable  drop  in  prices  im- 
mediately after  the  declaration  of  war,  followed  by  an  opposite 
movement  beginning  in  November.  In  December,  prices  are  already 
above  the  highest  level  reached  during  the  preceding  months.  Wheat 
flour  remains  almost  stationary  after  the  outbreak  of  hostilities, 
declining  somewhat  in  October,  but  rising  perceptibly  in  December. 
Rye,  with  the  exception  of  a  slight  drop  in  October,  keeps  on  rising 
in  price,  and  reaches  a  very  high  level  in  December,  when  it  stands 
22.2  per  cent  above  the  price  of  1913.  Rye  flour  keeps  rising 
steadily,  without  setbacks  of  any  kind,  and  more  rapidly  than  rye 
(the  sole  exception  is  in  September).  Barley  drops  steadily  from 

'®  Trudy  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizny,  issue  III, 
p.  217. 

"  S.  N.  Prokopovich,  Voina  i  Narodnoe  Khocyaistvo  {War  and  the  Na- 
tional Economy) ,  Moscow,  1917,  p.  IS-i. 
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July  to  October ;  after  that  it  commences  to  rise,  but  in  December  it 
is  still  below  the  July  level,  although  above  that  of  the  first  half  of 
191 4.  Oats  rise  uninterruptedly,  with  a  slight  slackening  in  Sep- 
tember and  October,  and  with  a  strong  upward  trend  in  November 
and  December.  Buckwheat  grits  increase  in  price  even  more  rapidly 
than  oats.  Millet  also  shows  an  extraordinary  rise,  although  not 
quite  as  large  as  buckwheat  grits.  Salt  shows  a  very  strong  advance. 
Eggs,  both  before  and  after  the  outbreak  of  the  War,  decline  in 
price,  but  in  September  there  is  an  upward  jump,  and  in  December 
we  have  a  considerable  increase.  Butter  declines  after  July,  but 
rises  in  October  and  reaches  a  fairly  high  level  in  December.  INIeat 
drops  considerably  in  September  and  October,  but  recovers  some- 
what in  November  and  December.  Sugar  grows  dearer,  on  the  whole, 
but  after  a  sudden  rise  in  August  there  is  a  tendenc}'  to  drop ;  how- 
ever, in  November  there  is  again  an  upward  movement. 

It  thus  appears  clearly  from  the  table  that,  although  the  general 
level  of  prices  during  the  latter  half  of  1914  was,  no  doubt, 
higher  than  during  the  first  half,  we  can  speak  of  no  serious  in- 
crease of  prices  due  to  the  War  as  occurring  until  after  November, 
or  December,  1914).  For  some  commodities,  prices  were  rising 
steadily  even  before  the  War  (rye,  buckwheat  grits,  salt,  rye  flour, 
oats,  millet)  ;  the  War  merely  accelerated  the  movement.  For  other 
commodities  (eggs),  prices  had  a  falling  tendency  before  the  War, 
and  the  opposite  movement  came  about  only  gradually.  In  some 
cases  the  War  produced  a  temporary  decline  of  prices  (barley, 
wheat,  meat,  butter,  and  to  some  extent  also  wheat  flour)  ;  and  some- 
times such  a  decline  came  unexpectedl}^  after  a  sudden  rise  (sugar). 

In  any  case,  there  certainly  was  a  temporary  and  partial  drop 
after  the  declaration  of  the  War,  affecting  mainly  the  export  com- 
modities (barley,  wheat,  butter,  and  eggs).  But  articles  used  almost 
exclusively  in  the  domestic  market  (rye,  rye  flour,  buckwheat  grits, 
oats,  and  millet)  displayed  a  marked  upward  trend.  Nevertheless 
there  was  nothing  like  the  situation  predicted  by  M.  Bloch.  We  can- 
not possibly  regard  a  temporary  depression  in  the  prices  of  a  few 
commodities  as  a  demonstration  of  the  crisis  in  agriculture  antici- 
pated by  that  author  in  1898,  especially  when  we  bear  in  mind  that 
the  autumn  months  in  Russia  had  always  been  noted  for  some  de- 
cline in  prices. 

It  may  be  thought,  however,  that  this  situation  was  perhaps 
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caused  by  the  poor  harvest  of  1914,  and  that  we  shall  perhaps  find 
later  on  a  situation  such  as  pictured  by  Bloch.  These  suppositions 
are  exhaustively  answered  by  Tables  4,  5,  6,  and  7.  We  shall  con- 
fine ourselves  to  an  analysis  of  Tables  5  and  7  only,  since  the  others 
merely  repeat,  in  a  briefer  form,  the  substance  of  the  preceding 
tables,  and  we  have  added  them  here  only  for  the  benefit  of  those 
readers  who  ma}^  not  care  to  go  too  deeply  into  the  figures. 

First  of  all  we  have  to  say  a  few  words  concerning  the  method  of 
construction  of  our  general  index  number  for  all  commodities.  This 
index  number,  both  in  Tables  5  and  7,  represents  an  arithmetical 
average  of  relatives  for  the  several  commodities.  The  same  holds 
true  of  the  group  indexes  in  Table  5.  We  have,  moreover,  abstained 
from  the  use  of  the  so-called  weighting  method  in  the  construction 
of  our  general  and  group  index  numbers,  so  that  all  commodities  in 
our  analysis  are  of  the  same  "weight." 

The  question  of  the  advantages  of  one  method  or  another  in  the 
construction  of  index  numbers,  and  especially  the  question  of 
weighting  methods,  does  not  seriously  concern  us  here.  All  we  wish 
to  say  is  that  our  general  index  number  must  be  regarded,  not  so 
much  as  an  indication  of  the  movement  of  "dearth,"  as  rather  of  the 
changing  purchasing  value  of  money  relative  to  foodstuffs.  The 
conceptions  of  "dearth"  (and  "cheapness")  have  always  a  subjec- 
tive tinge,  as  they  are  based  not  only  upon  prices,  but  also  upon 
earnings  and  upon  the  way  in  which  these  earnings  are  spent.  With- 
out a  careful  inquiry  into  domestic  budgets  we  can  hardly  exj^ect 
to  elucidate  this  side  of  the  question.  Changes  in  the  purchasing 
power  of  money,  on  the  other  hand,  are  something  objective,  con- 
ditioned exclusively  by  price  movements,  irrespective  of  what  the 
causes  of  these  movements  may  be,  and  having  no  connection  what- 
ever with  the  amount  of  commodities  bought  or  sold  at  a  given  price. 
In  an  endeavor  to  investigate  fluctuations  in  the  purchasing  power 
of  money,  therefore,  weighting  is  not  only  useless,  but  even  harmful. 

Yet  it  cannot  be  claimed  that  our  general  index  number  shows 
with  absolute  precision  the  movements  in  the  purchasing  power  of 
money  with  reference  to  foodstuffs,  owing  to  the  two  following  ob- 
stacles: (1)  the  limited  variety  of  foodstuff's  for  which  we  have  price 
data  and  (2)  the  peculiar  character  of  the  markets,  mentioned  al- 
ready in  Cliapter  II.  For  nearly  all  our  commodities  we  have  had 
chiefl}^  the  markets  of  the  producing  areas  to  work  upon.  Hence  the 
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unavoidable  defect  of  our  tables  will  be,  not  so  much  the  lack  of 
weighting  in  our  construction  of  a  general  index  number,  as  rather 
the  disproportionate  "weight"  of  the  production  markets  in  the  con- 
struction of  an  index  number  for  the  whole  empire,  for  each  sepa- 
rate commodity.  In  Chapter  IV  the  reader  will  find  index  numbers 
for  each  separate  category  of  markets,  and  will  thus  be  able,  to  a 
certain  extent,  to  judge  for  himself  how  serious  may  be  the  error 
due  to  the  above  cause. 

Analysis  of  Price  Movements  by  Groups  of  Foodstuffs. 

When  we  proceed  to  analyze  price  movements  by  groups  of  food- 
stuffs, we  observe,  first  of  all,  that  the  group  of  cereals  (see  Tables 
4  and  5)  advanced  in  price  till  the  end  of  1915,  and  especially  dur- 
ing the  first  half  of  that  year,  more  rapidly  than  the  group  of  non- 
cereals  and  the  aggregate  of  all  foodstuff's.  After  December,  1915, 
however,  both  the  non-cereal  and  the  aggregate  groups  outstripped 
the  cereal  group.  The  utterly  disproportionate  rise  in  salt,  however, 
exercised  a  powerful  influence  upon  the  index  number  of  the  non- 
cereal  products,  so  that  the  conclusion  suggested  by  the  table  that 
prices  of  non-cereals  rose  in  1916  more  than  those  of  cereals  is, 
therefore,  unreliable.  The  fact  really  is  that,  during  1916,  after  we 
have  eliminated  salt  from  the  group  of  non-cereals,  the  rise  in  the 
aggregate  price  of  the  remaining  items  in  this  group  is  found  to 
have  lagged  behind  that  of  the  group  of  cereals.  But  here  we  must 
consider  that  the  items  of  non-cereals  at  our  disposal  are  too  few  in 
number  and  become  almost  negligible  if  we  eliminate  salt.  We  ought, 
therefore,  to  enlarge  our  list  of  non-cereals  by  including  the  prices 
of  eggs,  tea,  herrings,  vegetable  oil,  etc.  It  is  unfortunate  that  we 
have  no  data  for  the  last-named  item,  and  that  we  have  to  use  fig- 
ures which  we  were  unable  to  check  for  the  first  three.  If  we  take 
for  the  first  half  of  1916  the  general  index  number  for  lump  sugar, 
granulated  sugar,  butter,  meat,  eggs,  herrings,  tea,  and  salt,  we 
shall  find  that  the  non-cereal  group  leaves  the  cereals  far  behind  in 
the  rise  of  prices,  the  index  number  of  the  former  being  224.4,  and 
of  the  latter  189.  The  same  result  will  follow  if  we  eliminate  salt 
from  the  non-cereal  group  and  if  we  treat  sugar  either  as  a  single  or 
as  two  distinct  items  (lump  and  granulated).  Nor  will  the  situation 
be  altered  if  we  eliminate  barley  and  oats  from  the  cereal  group. 

It  can  thus  hardly  be  doubted  that  the  price  of  non-cereal  prod- 
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TABLE  4 


PRICE  MOVEMENTS  DURING  THE  WAR  IN  GROUPS  OF  FOODSTUFFS 


Average 

,  1914  N 

1915  ^ 

—1916 — 

Groups  of 

price  in 
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First 

Second 

First 

July- 
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JOOUolUfj  s 

70 
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licit  J 

ital] 
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I  
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All    0       1    1  rc 

All  foodstuffs 

100 

lOi.7 

1 10.1 

141.9 

155.5 

195.6 

215.0 

The  same  cxclud- 

mg  oats  and  barley 

100 

1   1  X  m\J 

140.6 

157.6 

198.6 

219.1 

llie  same  excluding 

oatSj  barley,  and  salt 

100 

105.3 

1 10.1 
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150.5 

185.2 

205.4 

All  ppTP/il  i"^Torlnpfc: 

100 
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151.2 

157.4 

1  SQ  0 
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907  Q 
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oats  and  barley 

100 

104.6 

114.2 
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213.2 

T?  VP  fliin  wnpaf 

(grain  and  flour) 

100 
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137.0 
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172.4 

191.3 

Flour  and  grits 
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105.2 
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Flour,  rye  and  wheat 
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Buckwlieat  grits 

and  millet 
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119  9 
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231.9 

257.0 

.... 

Oats  and  barley 
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192.2 

245.8 

Sugar,  butter,  meat,  salt 
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226.2 

Sugar,  butter,  meat 
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106.4. 
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Sugar,  lump  and 

granulated 
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101.0 
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Butter 
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Meat 
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233.7 

238.2 

Salt 

100 

106.8 

119.9 

169.1 

228.4 

332.7 

356.2 

366.6 

ucts  advanced  in  1916  moi'e  than  that  of  cereal  products.  But  dur- 
ing the  first  year  and  a  half  of  the  War  the  opposite  was  true. 

Let  us  now  consider  price  movements  in  the  cereal  group.  (See 
Tables  5,  6,  and  7).  We  find  the  greatest  increase  in  the  price  of 
grits  (buckwheat  and  millet),  while  flour  products  and  fodder 
grains  were  contending  for  the  second  place.  Food  grains  stood  in 
the  last  place.  To  a  large  degree,  the  rising  tendency  in  the  case  of 
grits  was  due  to  the  item  of  buckwheat  grits,  although  millet  was 
also  advancing  rather  precipitately.  The  fodder  grains  owed  most 
of  their  rise  to  oats,  which  lead  all  other  cereals  in  rise  of  price. 
Barley,  on  the  contrary,  stands  last,  both  in  the  group  of  grains 
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and  among  cereals  in  general.  The  rise  in  flour  products  was  due  in 
a  considerable  measure  to  the  rise  in  rye  flour.  Similarly,  the  food 
grains  owed  their  rising  prices  particularly  to  rye,  although,  in 
July— August,  1916,  wheat  had  advanced  at  almost  the  same  rate 
as  rye — a  fact  deserving  our  special  attention.  It  ought  to  be  noted 
also  that,  on  the  whole,  with  the  exception  of  the  first  half  of  1915, 
flour  was  rising  more  rapidly  than  food  grains. 

It  thus  appears  that  the  entire  cereal  group  manifested  an  espe- 
cially strong  advance,  due  to  buckwheat  grits,  millet,  and  oats. 

Turning  next  to  the  group  of  non-cereal  products,  we  must  note, 
first  of  all,  the  extraordinary  increase  in  the  price  of  salt,  which  left 
far  behind  the  increase  in  the  prices  of  all  the  other  commodities.  It 
is  also  very  interesting  that  sugar  should  have  advanced  relatively 
slowly,  for  in  July— August,  1916,  even  barley  had  forged  ahead  of 
sugar.  Butter  showed  a  precipitate  advance  after  the  first  half  of 
1915,  and  meat  during  the  first  half  of  1916. 

Tabulating  the  displacements  of  the  various  foodstuffs  according 
to  the  rate  of  their  price  advance,  for  the  entire  period  under  in- 
vestigation, we  obtain  the  following  result: 


PLACE  OF 

SEPARATE 

,  FOODSTUFFS  IN  THE 

,  LIST 

OF  ADVANCE  OF  PRICES 

First  half, 

First  half, 

Second  half. 

First  half, 

July-August, 

1914 

1915 

1915 

1916 

1916 

1. 

Buckwlieat 

Buckwheat 

Salt 

Salt 

Salt 

grits 

grits 

2. 

Millet 

Oats 

Buckwheat 

Buckwheat 

Buckwheat 

grits 

grits 

grits 

3. 

Salt 

Millet 

Millet 

Oats 

Millet 

4. 

Oats 

Salt 

Oats 

Millet 

Butter 

5. 

Rye 

Rye 

Rye  flour 

Butter 

Meat 

6. 

Rye  flour 

Rye  flour 

Rye 

Meat 

Oats 

7. 

Lump  sugar 

AVheat 

Butter 

Rye  flour 

Rye  flour 

8. 

Butter 

Wheat  flour 

Lump  sugar 

Rye 

Rye 

9. 

Granulated 

Barley 

W' heat  flour 

Wheat 

Wheat 

sugar 

10. 

Meat 

Meat 

Granulated 

Wheat  flour 

Wheat  flour 

sugar 

11. 

Wheat  flour 

Lump  sugar 

Wheat 

Lump  sugar 

Barley 

12. 

Wheat 

Granulated 

Meat 

Granulated 

Lump  sugar 

sugar 

sugar 

13. 

Barley 

Butter 

Barley 

Barley 

Granulated 

sugar 
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It  will  be  seen  from  this  table  tlmt  buckwheat  grits,  millet,  oats,  and 
salt  are  practically  throughout  the  period  in  the  first  places;  oats, 
however,  fall  somewhat  behind  in  July-August,  1916.  These  prod- 
ucts are  followed  closely,  during  the  first  three  semi-annual  periods, 
by  i-ye  and  rye  flour;  afterward,  butter  and  meat  forge  ahead  of 
these  two  commodities.  It  is  interesting  to  note  the  marked  displace- 
ment of  wheat — both  grain  and  flour — and  of  barley,  during  the 
first  half  of  1915,  as  compared  with  the  second  half  of  1914.  In  gen- 
eral, it  will  be  found  that  all  cereals  advanced  during  the  first  half 
of  1915  more  than  the  other  commodities,  with  the  sole  exception  of 
salt. 

We  may  now  examine  in  greater  detail  the  nature  of  the  price 
movements  (on  the  basis  of  Table  7). 

TABLE  6 

PRICE  MOVEMENTS  OF  PRINCIPAL  FOODSTUFFS  IN 
1914,  1915,  AND  1916 

Average 

price    ,  191Ji  ^    ,  M15  v     ,  1Q16  v 


in 

Second 

First 

Second 

First 

July- 

Septem- 

Commodities 

1913 

June 

half 

half 

half 

half 

August 

ber 

Rye 

100 

101.9 

113.9 

151.9 

146.9 

172.5 

187.6 

Flour,  rye 

100 

103.6 

112.6 

146.8 

159.1 

187.8 

209.5 

Wheat 

100 

96.4 

96.2 

124.9 

128.9 

165.9 

186.6 

215.0 

Flour,  wheat 

100 

98.3 

100.1 

123.3 

133.8 

163.3 

181.6 

Buckwheat  grits 

100 

114.5 

136.9 

191.7 

215.6 

247.8 

268.1 

Millet 

100 

110.0 

125.7 

171.4 

186.6 

216.1 

245.9 

275.8 

Oats 

100 

102.7 

118.8 

177.0 

177.6 

217.5 

227.8 

299.4 

Barley 

100 

98.3 

92.0 

122.4 

110.6 

141.2 

156.6 

192.2 

Sugar,  lump 

100 

102.3 

106.8 

120.3 

135.8 

153.0 

154.6 

Sugar, 

granulated 

100 

99.8 

102.8 

114.8 

129.7 

145.0 

141.6 

Butter 

100 

100.1 

103.9 

109.7 

146.3 

205.3 

244.8 

331.9 

Meat 

100 

123.5 

102.3 

121.8 

122.5 

195.1 

233.7 

238.2 

Salt 

100 

106.8 

119.5 

169.1 

228.6 

332.7 

356.2 

366.6 

Average 

100 

104.7 

110.1 

141.9 

155.5 

195.6 

215.0 

The  general  index  number  for  all  commodities  begins  to  climb  up- 
ward rapidly  after  November  and  December,  1914.  In  January, 
1915,  it  shoots  up  to  new  heights  and  keeps  on  rising  steadily  till 
May,  1915,  when  we  find  the  general  price  level  52  per  cent  higher 
than  that  of  1913.  This  is  something  deserving  most  serious  study. 
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when  we  consider  that  only  a  relatively  small  number  of  troops  had 
been  called  to  the  colors  in  the  first  year  of  the  War,  that  exports 
had  ceased,  and  that  the  economic  resources  of  the  country  were  still 
hardly  impaired.  We  see  from  this  table  that  the  upward  trend  of 
the  general  price  level  during  this  period  was  due  chiefly  to  the  rise 
in  buckwheat  grits,  millet,  oats,  rye  (grain  as  well  as  flour),  and 
salt.  Even  the  export  grains  (wheat  and  barley)  advanced  30  per 
cent  as  compared  with  the  1913  level.  The  figures  for  grits,  millet, 
oats,  and  rye  were,  roughly,  105,  94,  90,  and  62  per  cent  higher 
than  the  prices  in  1913.  It  thus  appears  from  the  natui*e  of  these 
price  movements  that  we  are  dealing  in  respect  of  these  commodities 
with  a  "famine"  year. 

After  June,  1915,  the  general  index  number  begins  to  drop,  and 
in  August  it  has  fallen  nine  points  below  May,  but  there  is  a  sharp 
upward  movement  in  September,  and  in  October  we  find  it  above 
the  figure  of  May.  After  that,  prices  mount  steadily,  and  in  Decem- 
ber they  are  already  78  per  cent  above  the  peace-time  level.  During 
the  first  half  of  1916  there  is  a  gradual,  although  rather  slow,  up- 
ward movement.  In  June,  1916,  the  level  stands  almost  106  per  cent 
above  pre-war  prices;  there  is  no  decline  in  June,  July,  and  Au- 
gust ;  on  the  contrary,  in  J uly  the  price  level  is  108,  and  in  August 
122  per  cent  above  the  peace-time  level. 

The  drop  in  the  index  numbers  for  June— August,  1915,  was 
caused  by  the  falling  prices  of  certain  cereals  and  meat,  and  to  some 
extent  of  sugar.  Barley  had  gone  down  almost  to  pre-war  level,  and 
wheat  had  also  declined  sharply ;  but  rye  and  oats  also  felt  the  influ- 
ence of  the  harvest  situation  in  1915.  Prices  of  buckwheat  grits  were 
practically  unaltered.  It  must  be  noted  also  that  flour  products  were 
aff'ected  by  the  1915  harvest  condition  in  a  far  less  degree  than  rye 
and  wheat.  Among  other  commodities,  salt  rose  steadily,  so  that  it 
stood  in  December,  1915,  203  per  cent  above  the  1913  level.  The 
same  was  true  of  butter.  It  is  worth  considering  the  fact  that  butter 
shot  up  suddenly  only  in  August-September,  1915.  In  July  of  that 
year,  butter  was  only  16  per  cent  higher  than  in  1913,  but  in  De- 
cember it  had  risen  already  98  per  cent.  Meat  shows  a  marked  de- 
cline during  the  July-December  period,  but  advances  strongly  in 
December, 

We  need  not  go  into  the  details  of  the  first  half  of  1916,  for  we 
see  during  this  period  a  steady,  even  advance  in  nearly  every  com- 
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modity.  The  only  exception  is  sugar,  where  we  find  lump  sugar  de- 
clining in  May  and  July,  and  granulated  sugar  in  June  only,  but 
this  in  a  very  considerable  degree.  Butter  also  drops  slightly  in 
March  and  April,  but  rises  again  in  May.  The  movement  of  meat 
prices  merits  particular  attention.  In  January,  1916,  they  jump 
upward  and  soon  leave  far  behind  the  figures  for  butter.  In  January 
the  index  for  butter  is  205.6,  and  for  meat  141.7;  but  in  May  the 
respective  figures  are  205.4  and  238.2. 

In  studying  the  figures  for  July  and  August,  we  observe  con- 
siderable price  advances  in  rye,  wheat,  flour,  and  especially  in  bar- 
ley and  butter.  The  price  of  oats  drops  slightly,  but  in  September  it 
shoots  up  seventy-eight  jooints.  Barley  and  butter  also  show  sudden 
and  considerable  upward  movements.  For  the  following  months  we 
have  at  our  disposal  the  figures  for  only  butter  and  meat,  but  the 
meat  prices  are  already  strongly  affected  by  the  price-regulating 
measures  of  the  Government;  butter,  however,  shows  to  the  very 
close  of  the  3'ear  a  most  striking  advance,  viz.,  to  five  times  the  pre- 
war price. 

In  conclusion  let  us  note  that  the  semiannual  advances  proceeded 
in  the  following  manner :  The  general  index  number"  for  all  com- 
modities for  the  first  half  of  1915  was  about  29  per  cent  higher  than 
that  for  the  second  half  of  1914 ;  for  the  second  half  of  1915  it  stood 
about  10  per  cent  higher  than  that  of  the  preceding  half-yearly 
period;  and  during  the  first  half  of  1916  we  observe  a  further  ac- 
celeration in  the  rate  of  advance,  and  the  index  number  now  stands 
almost  26  per  cent  higher  than  during  the  preceding  half  year. 

From  these  figures  it  becomes  obvious  that  the  predicted  agri- 
cultural crisis  which  was  to  result  from  the  declining  grain  prices, 
as  a  concomitant  of  the  War,  failed  to  take  place. 

It  is  to  be  regretted  that  our  preceding  tables  comprise  only 
thirteen  commodities  (strictly  speaking,  there  are  only  twelve,  as 
sugar  figures  are  treated  as  two  separate  items). ^®  And  it  is  a  mat- 
ter of  particular  regret  that  we  have  not  found  it  possible  to  in- 
clude vegetable  oil,  eggs,  tea,  herrings,  and  certain  fodder  products, 
such  as  bran,  oil-cake,  and  similar  articles.  Data  relating  to  eggs, 
oil-cake,  and  vegetable  oil  had  been  assembled  by  M.  Demosthenov 

"  We  may  say,  however,  that  in  no  other  study  of  price  movements  in 
Russia  for  the  war  period  have  the  foodstuffs  been  represented  even  to  that 
extent. 
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during  the  War,  but  were  not  included  in  the  volume  dealing  with 
the  movement  of  prices  quoted  above.  This  was,  perhaps,  due  to  the 
fact  that  the  prices  of  oil-cake  and  vegetable  oil  were  collected  by  a 
special  department  of  the  Ministry  of  Food  Supply  and  were  not 
forwarded  by  it  to  the  Division  of  Price  Statistics,  so  that  they  were 
subsequently  lost.  But  why  the  egg  prices  collected  by  the  Special 
Council  were  never  published  under  the  Soviet  regime  is  a  mystery. 

Still,  this  gap,  caused  by  the  lack  of  data  for  several  commodities, 
can  be  partially  filled,  but  only  do^vn  to  June,  1916.  M.  Prokopo- 
vich""  cites  for  a  number  of  commodities,  including  tea,  eggs,  her- 
rings, oil-cake,  and  bran,  the  so-called  "customs"  prices.  On  the 
strength  of  these  figures  we  have  dra^vn  up  the  following  table : 


TABLE  8 
PRICE  MOVEMENT  IN  1914-1916 


1914 

1915 

1916 

First 

Second 

First 

Second 

First 

Commodities 

1913 

half 

half 

half 

half 

half 

Eggs 

100 

103.5 

100.8 

99.4 

122.3 

201.1 

Herrings,  smoked 

and  salted 

100 

106.8 

109.8 

149.3 

172.7 

425.7 

Tea,  except  brick  tea 

100 

100.2 

99.8 

100.9 

118.7 

137.2 

Oil-cake 

100 

100.6 

102.7 

100.3 

117.8 

133.0 

Bran 

100 

96.4 

103.3 

161.3 

167.3 

178.4 

Comparing  the  index  number  for  eggs  in  the  first  and  second 
halves  of  1914  as  given  in  this  table,  with  the  corresponding  figures 
in  Table  3,  we  note  a  considerable  discrepancy  in  the  index  for  the 
second  half  of  1914.  Table  8  gives  us  100.8,  while  Table  3  only 
90.2.  We  believe  that  the  latter  figure  merits  greater  confidence,  as 
it  was  derived  from  data  covering  every  basic  market,  whereas  the 
prices  recorded  by  the  Department  of  Customs  are  known  to  be  of 
questionable  accuracy. 

For  the  later  periods  we  regret  to  be  unable  to  make  similar  com- 
parisons. We  shall  only  state  here  that,  according  to  our  data,  the 
index  number  of  the  price  of  eggs  moved  as  follows  for  October, 
November,  and  December,  1915,  with  the  1913  price  as  100:  124.5, 
125.7,  and  146.3."^  Taking  into  account  the  general  tendency  of 

2"  S.  N.  Prokopovich,  op.  cit.,  pp.  84-85,  88-89. 
See  Demosthenov,  op.  cit.,  p.  10. 


262 


FOOD  SUPPLY  IN  RUSSIA 


the  price  movements  in  foodstuffs,  we  may  assume  that  the  index 
number  for  the  second  half  of  1915  in  Table  8  reflects  more  or  less 
faithfully  the  rate  of  increase  in  egg  prices.  Greatest  of  all  was  the 
rise  in  the  price  of  herrings.  This  is  easily  exjolained  by  the  heavy 
demand  of  the  army  and  the  cessation  of  imports  from  abroad,  the 
latter  having  played  a  most  important  part  in  times  of  peace. 

Tea  rises  very  slightly.  If  the  customs  prices  may  be  relied  upon 
only  as  indicating  the  real  levels  of  prices,  it  must  be  admitted 
that  tea  held  the  last  place  in  point  of  advancing  cost  among  all 
foodstuffs. 

Bran  holds  an  intermediate  place  between  oats  and  barley  in  the 
rate  of  advance.  The  price  of  oil-cake  rose  very  slowly,  thanks  to 
the  fact  that  there  were  heavy  stocks  of  this  commodity  accumulated 
in  the  producing  regions,  the  northern  Caucasus  and  southeastern 
Russia. 


CHAPTER  IV 


PRICE  MOVEMENTS 

Yield  of  Principal  Cereals. 

The  general  movement  of  cereal  prices  has  already  been  shown  in 
Tables  4  to  7.  It  is  important  to  bear  in  mind  here  that  the  changes 
observed  in  the  index  number  for  the  cereal  group  are  very  helpful 
in  throwing  light  on  the  fluctuations  in  the  income  of  the  Russian 
agricultural  producer,  since  the  four  principal  grains  (rye,  wheat, 
oats,  and  barley)  included  in  it  are  the  very  foundation  of  Russian 
agriculture.  This  will  be  clear  when  we  consider  that,  with  a  total 
yearly  cereal  harvest  (potatoes  included)  of  about  7,000  million 
puds^  (the  average  for  1900-1913),  and  with  only  about  1,100  to 
1,200  million  puds  (15  to  16  per  cent)  reaching  the  market,  the 
principal  cereals  furnished  about  4,500  million  puds  out  of  the 
total  harvest,  and  about  970  million  puds  out  of  the  total  amount 
of  cereals  sent  to  market.  Later  on  we  propose  to  study  price  move- 
ments for  each  kind  of  grain  separately. 

Rye. 

We  have  taken  thirty-two  markets,  the  majority  of  which  belong 
to  the  food-producing  areas  (23),^  while  a  very  small  number  (9) 
are  those  of  the  consuming  areas.^  A  given  market  has  been  included 
in  one  or  the  other  group  according  as  it  was  situated  in  a  province 
importing  or  exporting  the  commodity  that  concerns  us  here.  Tlie 
statistical  material  for  this  purpose  was  obtained  by  us  from  the 
publications  of  the  Special  Council  on  Food  Supply.*  It  is  to  be 

^  One  ton  =  62  puds. 

^  Balashov,  Borisoglebsk,  Kirsanov,  Kozlov,  Morshansk,  Tambov,  Vo- 
ronezh, Kiev,  Kremenchug,  Nikolaev,  Odessa,  Pokrovskaya  Sloboda,  Rostov- 
on-Don,  Samara,  Saratov,  Simbirsk,  Syzran,  Ufa,  Kharkov,  Tsaritsin, 
Chistopol,  Kurgan,  Novonikolaevsk. 

^  Moscow,  Nizhni-Novgorod,  Petrograd,  Ribinsk,  Yaroslav,  Orenburg, 
Chelyabinsk,  Eletz,  and  Orel. 

*  Materyali  dlya  Suzhdenya  o  Srednikh  za  1908—1911  Vivoze  i  Vvose 
Glavneishikh  Prodovolstvennikh  Produktov  po  Otdelnim  Gubernyam  i  Ob- 
lastyam  Rossiskoi  Imperii  (Materials  for  Judging  the  Average  Exports  and 
Imports  of  the  Principal  Foodstuffs  for  the  Several  Provinces  and  Terri- 
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regretted  that  the  criterion  we  have  adopted  is  not  always  absolutely 
reliable,  because  the  areas  served  by  the  various  exchanges  do  not 
coincide  with  the  administrative  divisions  of  the  country.  Besides, 
the  volume  of  both  export  and  import  of  a  province  may  often  be  so 
insignificant  as  to  afford  no  solid  basis  for  determining  the  charac- 
ter of  its  market,^  especially  if  this  market  is  of  nation-wide  impor- 
tance and  situated  on  the  boundary  of  consuming  and  producing 
regions  (for  instance,  Eletz).  To  such  a  market  it  is  immaterial 
whether  the  province  in  which  it  is  located  imports  or  exports  the 
commodity  in  question. 

Yet  this  point  is  of  paramount  importance  to  us.  First  of  all,  be- 
cause our  index  number  for  rye  in  the  tables  given  above  is  mainly 
for  the  producing  regions,  while  the  areas  of  consumption,  being  few 
in  number,  are  completely  submerged  in  the  other  set  of  figures.  One 
might,  of  course,  reduce  the  number  of  production  markets,  but 
this  would  involve  a  definite  selection  that  would  prove  arbitrary, 
especially  when  we  consider  the  influence  of  the  War  upon  the 
I'outes  of  traffic  and  exchange,  which  were  often  greatly  altered.  For 
this  reason  the  best  way  to  ascertain  the  actual  extent  of  price  ad- 
vances is  to  construct  separate  group  indexes  for  production  and 
consumption  markets.  By  combining  the  two  indexes,  we  may  then 
arrive  at  an  approximately  correct  national  index  number.  In  the 
second  place,  the  construction  of  group  index  numbers  is  of  itself 

tories  of  the  Russian  Empire),  Petrograd,  1916.  This  publication  was 
planned  by  M.  Demosthenov  and  carried  out  under  his  and  M.  Dolinsky's 
direction.  It  served  as  a  model  for  another  publication  issued  the  same  year 
and  edited  by  M.  Yashnov:  Proisvodstvo,  Perevozki  i  Potreblenie  Klebov  v 
Rossii  1909— WIS  {Production,  Transportation,  and  Consximption  of  Cereals 
in  Russia  in  1909-1913),  issue  I.  We  may  mention  also  Ischislenie  Izhithov 
i  Nedostatkov  Chetirekh  Glavneishikh  Klebov  Urozhaya  1915  Goda  v  1^6 
Gubernyakh  Evropeiskoi  Rossii  (Computation  of  Surpluses  and  Shortages 
of  the  Four  Principal  Grains  of  the  Harvest  of  1915  in  Jf6  Provinces  of 
European  Russia),  Petrograd,  1916,  and  Ischislenie  Proizvodstva,  Izbitkov, 
i  Nedostatkov  Khleba  po  Gubernyam  Evropeiskoi  Rossii  {Computation  of 
Production,  Surpluses,  and  Shortages  of  Grain  for  the  Provinces  of  Euro- 
pean Russia),  Petrograd,  1916;  the  latter  publication  takes  into  account 
the  figures  of  the  harvest  of  1916. 

^  To  be  more  exact,  we  should  say  that  this  shows  the  neutral,  self- 
sufficing  character  of  the  market.  But  it  would  only  complicate  still  more 
our  tables  and  exposition,  were  we  to  introduce  an  additional  category  of 
markets  into  our  calculations. 
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very  important,  in  that  it  enables  us  to  examine  the  machinery  of 
the  war  markets,  since  a  comparison  of  the  two  index  numbers  may 
lead  us  to  definite  conclusions  regarding  the  nature  of  the  connec- 
tion between  producing  and  consuming  areas. 

In  view  of  the  importance  of  a  correct  calculation  of  group  in- 
dexes and  the  difficulties  we  meet  in  classifying  the  markets  properly, 
we  furnish  here  two  variants  of  group  index  numbers.  The  first 
gives  nine  consumption  markets,  while  the  second  includes  only  five. 
Our  basis  is  as  follows :  Among  the  rye-consuming  markets  we  have, 
nominally,  Eletz  and  Orel  (both  in  Orel  province),  and  Orenburg 
and  Chel3'abinsk  (both  in  Orenbui'g  province).  But  the  pi'ovince 
of  Orel  imjjorts  an  insignificant  amount  of  rye  (this,  it  must  be 
assumed,  is  partly  exjilained  by  the  inadequacy  of  transport  sta- 
tistics, but  chiefly  by  the  lack  of  information  concerning  tlie  trans- 
port of  rye  by  horse  and  wagon),  while  its  chief  market — Eletz— 
plays  a  far  more  important  part  for  the  adjacent  areas  of  produc- 
tion (the  provinces  of  Kursk,  Voronezh,  and  Tambov)  than  for  the 
province  of  Orel  itself.  The  province  of  Orenburg,  likewise,  imports 
very  little  rye  (mostly  for  flour  milling)  and  is  close  to  the  province 
of  Samara,  a  leading  area  of  production.  We  have  therefore 
thought  it  proper  to  classify  these  four  markets  among  the  produc- 
ing rather  than  consuming. 

We  can  now  examine  more  closely  these  two  variants. 

TABLE  9 

GROUP  INDEX  NUMBERS  FOR  PRODUCTION  AND 
CONSUMPTION  MARKETS 


(Prices 

of  1913 

=  100) 

Index  rmmher  for 

First  variant^ 

Second  varianf 

all  markets 

Produc- 

Consump- 

Produc- 

Consump- 

of Russia 

tion 

tion 

tion 

tion 

markets 

markets 

markets 

markets 

1914,  June 

104.9 

105.1 

104.4 

104.3 

107.9 

Second  half 

113.9 

112.7 

117.0 

112.9 

119.2 

1915,  First  half 

151.9 

149.4 

158.2 

149.3 

165.4 

Second  half 

116.9 

142.2 

158.8 

141.3 

181.6 

1916,  First  half 

172.5 

168.6 

182.7 

168.4 

194.7 

July 

177.5 

172.6 

190.2 

172.3 

205.8 

August 

197.7 

195.5 

203.2 

195.0 

211.9 

•  Eletz,  Orel,  Chelyabinsk,  Orenburg  treated  as  consumption  markets. 
'  The  same  places  treated  as  production  markets. 
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The  result  is  instructive.  Although  the  second  variant  seems  to  us 
more  correct,  the  first  also  shows  clearly  the  essential  nature  of  the 
problem.  First  of  all,  when  we  bear  in  mind  that  the  index  numbers 
for  our  none  too  numerous  consumption  markets  are  symptomatic 
of  price  movements  in  central,  northwestern,  and  northern  Russia, 
an  immense  area,  the  undoubtedly  lower  rate  of  increase  in  the  price 
of  rye  shown  by  our  general  index  number  for  all  markets  will  be- 
come clear.  We  are  inclined  to  believe  that  the  index  number  for  the 
consumption  markets  in  the  first  variant  is  that  wliich  ought  to  serve 
as  the  general  index  number. 

In  the  second  place — and  this  is  most  important — ^the  index  num- 
bers of  the  consumption  markets,  both  in  the  first  and  the  second 
variant,  are  throughout  higher  than  the  index  numbers  of  the  pro- 
duction markets.  This  shows  that  the  consumption  markets  felt  a 
far  greater  degree  of  shortness  of  supply  relative  to  demand  than 
was  observed  in  the  producing  areas.  At  times  the  connection  be- 
tween the  two  market  groups  appears  to  be  entirely  broken.  This 
becomes  especially  clear  when  we  compare  production  and  consump- 
tion index  figures  for  the  first  and  second  half  of  1915.  In  the  pro- 
duction markets  we  then  observe  a  decline  in  prices,  while  the  con- 
sumption markets  show  an  advance,  which  becomes  striking  in  the 
second  variant.  The  impression  is  thus  gained  that  the  consump- 
tion markets  break  away  from  the  production  markets,  or,  again, 
carry  them  along.  When  we  study  the  monthly  index  numbers,  we 
see  also  the  influence  of  production  upon  consumption  markets,  but 
this  influence  is  soon  paralyzed.  Here  is  an  example  (taken  from 
variant  2)  : 

MONTHLY  INDEX  NUMBERS  FOR  1915 

Oroups  of  S&ptem-     Octo-  Novem- 

markets  May       June        July       August        ber  her  ber 

Production  159.1  150.2  130.9  129.5  133.5  139.4  153.1 
Consumption      178.8      171.4.      113.5       158.4      182.6      191.6  193.6 

Generally,  we  observe  the  following  movements  in  the  differences  be- 
tween production  and  consumption  market  index  numbers,  taking 
the  second  variant  (Table  9) :  second  half  of  1914,  6.3;  first  half 
of  1915,  16.1;  second  half  of  1915,  40.3;  first  half  of  1916,  26.3; 
July,  1916,  33.5;  August,  1916,  16.9.  In  1914-1915  the  difTerence 
was  increased  because  of  the  uneven  rate  of  advance ;  and  in  the  sec- 
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ond  half  of  1915  it  was  due,  on  the  whole,  to  the  opposite  price 
movements  in  the  two  market  groups.  The  reduction  of  the  differ- 
ence in  August,  1916,  is  noteworthy;  this  was  caused  by  a  sudden 
upward  movement  of  prices  in  the  production  markets. 

Turning  to  the  production  market  group,  we  are  able  to  furnish 
a  group  index  number  for  September,  1916  (211.4  for  the  first 
variant  and  214.4  for  the  second),  and  also  to  study  price  move- 
ments in  eleven  markets  down  to  December,  1916.  We  observe,  after 
the  advance  in  August  and  September,  a  drop  in  most  markets,  but 
this  is  soon  followed  by  a  recovery  which,  in  December,  has  already 
outdistanced  the  September  figures.  For  the  eleven  markets  in  which 
we  were  able  to  make  comparisons,  the  general  index  number  for 
September  was  211.9,  and  216  for  December.  But  it  must  be  noted 
in  this  connection  that  very  little  reliance  can  be  placed  on  the 
grain-exchange  figures  for  this  period,  as  regulated  prices  had  al- 
ready been  established  in  September  for  all  transactions  in  grain.  It 
is  plain  that  the  market  quotations  reflect  the  movements  of  the 
regulated  rather  than  really  observed  prices. 

Let  us  next  consider  the  group  of  consumption  markets.  Here  we 
can  furnish  index  numbers  for  September,  1916,  covering  the  mar- 
kets of  Nizhni-Novgorod,  Ribinsk,  and  Yaroslav;  these  index  num- 
bers were:  310.5,  259.1,  291.7,  respectively.  For  October  we  have 
only  the  Nizhni-Novgorod  index  number,  326.1.  For  the  production 
markets  we  have  no  index  numbers  approaching  these  figures  for  the 
corresponding  months  anywhere.  It  is  also  interesting  to  note  the 
fact  that  the  Moscow  index  numbers  up  to  February,  1916,  and 
again  after  June,  1916,  fall  below  those  of  Petrograd.  Generally 
speaking,  the  markets  in  the  capitals  show  a  slighter  advance  in 
rye  than  can  be  observed  in  the  other  consumption  markets.  This 
was  due  to  the  extraordinary  measures  of  the  authorities  to  assure 
an  adequate  supply  of  grain  in  these  cities.  But  we  believe  it  due 
also  to  certain  misleading  market  quotations,  which  are  mostly  those 
of  the  regulated  price,  especially  after  August,  1916.  For  this  rea- 
son Nizhni-Novgorod  and  Ribinsk,  being  large  milling  and  dis- 
tributing centers,  must  reflect  much  better  the  actual  movement  of 
prices  in  the  regions  of  consumption. 

Lastly,  to  conclude  this  discussion  of  price  movements  in  rye,  we 
shall  quote  the  figures  of  the  Ministry  of  Agriculture  on  the  move- 
ments of  local  spring  and  autumn  prices  for  the  entire  war  period. 


268 


FOOD  SUPPLY  IN  RUSSIA 


These  figures  cover  nearly  every  province,  and  it  is  particularly 
important  that  we  should  be  able  to  take  the  average  prices  for  the 
five-year  period  immediately  preceding  the  War  as  a  basis  for  the 
construction  of  our  index  numbers. 

The  peculiarities  of  the  data  of  the  Ministry  of  Agriculture  have 
been  already  discussed,  so  that  we  need  not  dwell  on  them  at  this 
point.  Let  us  merely  state  that  we  have  calculated  the  index  num- 
bers for  all  cereals  according  to  the  same  method,  that  is,  separately 
for  the  black-earth  belt  and  for  other  sections  of  the  country,  and, 
again,  for  nearly  every  important  area  within  each  of  these  sec- 
tions. All  the  production  markets  for  the  four  main  cereals  are 
situated  in  the  black-earth  belt,  even  though  it  cannot  be  said  that 
every  market  in  this  belt  is  a  production  market.  Considering,  how- 
ever, the  relative  proximity  of  the  producing  and  consuming  areas 
in  the  black-earth  belt,  we  may  look  upon  this  belt  as  a  whole  as 
being  mainly  producing.  The  necessary  reservations  to  this  state- 
ment we  shall  make  when  we  proceed  to  analyze  the  price  movements 
of  each  particular  kind  of  cereal.  We  may  now  examine  the  figures 
illustrating  the  advance  of  the  prices  of  rye  (see  Table  10). 

This  table  is  highly  instructive.  It  fully  bears  out  our  conclu- 
sions from  the  study  of  exchange  prices.  It  proves  that  there  was  a 
strong  advance  in  prices  in  the  spring  of  1915  and  1916,  and  espe- 
cially in  the  autumn  of  1916.  There  is  a  drop  in  prices  in  the  black- 
earth  area  in  the  autumn  of  1915,  and  a  rise  in  the  other  parts  of 
the  country.  (Here  it  appears  that  our  second  variant  of  index 
numbers  for  both  production  and  consumption  markets  was  closer 
to  the  truth  than  the  first.)  This  table  also  confirms  the  view  that 
the  rate  of  advance  for  rye  was  much  weaker  in  the  production  mar- 
kets (black-earth  belt)  than  in  the  consuming  areas.  But  the  most 
striking  figures  are  those  for  1917.  They  show  that  in  the  spring 
of  1917  (end  of  April  and  beginning  of  May)  the  price  of  rye,  in 
the  black-earth  area,  was  3.3  times  as  high  as  before  the  War,  and 
4.6  times  as  high  in  other  parts  of  the  country.  In  the  autumn  of 
that  year,  rye  had  leaped  to  10  times  its  pre-war  price  in  the  black- 
earth  area,  and  to  16  times  that  price  in  other  areas.  In  the  central 
industrial  and  the  White  Russian  region,  the  price  of  rye  attained 
as  much  as  27  and  23  times,  respectively,  the  pre-war  price. 
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Wheat. 

Table  11  gives  a  view  of  the  price  movements  of  wheat,  both  in 
the  production  and  consumption  markets,  the  number  of  markets  in 
each  group  being  ahnost  equal.* 

TABLE  11 


INDEX  NUMBERS  OF  THE  PRICE  OF  WHEAT 


All 

Production 

Consumption 

markets 

markets 

markets 

1913 

100 

100 

100 

191-i,  June 

96.4. 

95.9 

97.0 

second  half 

96.2 

95.4 

97.2 

1915,  first  half 

124.9 

120.7 

129.6 

second  half 

128.9 

121.4 

137.0 

1916,  first  half 

165.9 

159.3 

173.0 

July 

175.7 

171.5 

180.2 

August 

197.6 

196.8 

198.5 

September 

215.0 

212.4 

217.7 

This  table  shows  that,  for  wheat,  as  for  rye,  the  price  rose  more 
in  the  consumption  than  in  the  production  markets.  The  rapid  ad- 
vance in  the  first  half  of  1915  and  1916  is  worth  noting.  It  is  re- 
markable, too,  that  in  July,  August,  and  September,  1916,  the  rate 
of  increase  in  the  production  markets  was  almost  the  same  as  in  the 
consumption  markets.  This  is  due  to  the  increase  in  the  rate  of  ad- 
vance in  the  production  markets. 

For  some  of  the  markets  we  have  figures  for  the  last  three  months 
of  1916;  but  most  of  these  prices  are  only  nominal  and  without  any 
particular  interest  for  us.  In  order  to  obtain  a  complete  picture 
illustrating  the  movement  of  wheat  prices  down  to  the  end  of  1917, 
therefore,  we  refer  again  to  the  data  relating  to  local  market  prices 
furnished  by  the  Ministry  of  Agriculture  (see  Table  12).  This 
table  speaks  for  itself.  It  confirms  the  view  that  there  was  a  sharper 

*  The  following  have  been  taken  as  production  markets:  Voronezh,  Kiev, 
Kremenchug,  Kurgan,  Odessa,  Novonikolaevsk,  Orenburg,  Pokrovskaya 
Sloboda,  Rostov-on-Don,  Samara,  Ufa,  Kharkov,  Chelyabinsk. 

The  following  have  been  taken  as  consumption  markets:  Balashov,  Sara- 
tov, Tsaritsin,  Borisoglebsk,  Ekaterinburg,  Eletz,  Kirsanov,  Morshansk, 
Moscow,  Orel,  Ribinsk,  Sizran. 

All  told,  we  have  here  twenty-five  different  markets. 
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advance  in  wheat  prices  in  the  consumption  markets  (outside  the 
black-earth  zone)  than  in  the  production  markets  (black-earth 
zone).  It  shows  that  in  the  spring  of  1917  there  was  an  enormous 
rise  and  that  prices  had  reached  extraordinary  levels  in  the  autumn 
of  that  year.  It  should  be  noted,  furthermore,  that  one  of  the  re- 
gions in  the  black-earth  zone — the  INIiddle  Volga  region — shows  a 
heavier  increase  in  prices  than  other  regions  in  the  same  zone.  But 
we  must  bear  in  mind  at  the  same  time  that  this  area  includes  prov- 
inces that  are  wheat  consumers,  namely,  Nizhni-Novgorod,  Kazan, 
Simbirsk,  and  to  some  extent  Saratov.  In  ordinary  times,  being  in 
the  vicinity  of  rich  wheat-growing  territory,  and  having  a  con- 
venient waterway  such  as  the  Volga,  the  Middle  Volga  region  does 
not  differ  markedly  from  the  others.  But  during  the  War  special 
conditions  arose  which  made  it  clearly  a  consumption  market. 

We  also  observe  a  vast  difference  between  the  index  number  of 
Tables  11  and  12.  This  difference  cannot  possibly  be  ascribed  to  the 
different  bases  of  calculation.  The  explanation  is  the  following :  The 
Ministry  of  Agriculture  quotes  prices  only  for  one  particular  mo- 
ment of  the  autumn  (end  of  November)  and  spring  (end  of  April 
and  beginning  of  May),  but  Table  11  gives  us  the  index  number 
for  a  period  of  six  months."  Moreover,  in  Table  12,  several  con- 
suming provinces  are  included  in  the  category  of  production  mar- 
kets (this  has  increased  somewhat  the  figures  for  the  black-earth 
belt) .  Lastly  we  must  consider  that  the  prices  quoted  by  the  Min- 
istry of  Agriculture  are  not  general,  but  local  market  quotations. 
This  means  that,  for  the  regions  outside  the  black-earth  belt,  we 
have  prices  at  which  the  peasantry  are  buying,  and  not  selling, 
wheat  imported  from  other  regions;  while,  on  the  other  hand,  for 
the  black-earth  belt,  these  are  the  prices  at  which  producers  sell 
their  wheat.  There  is  nothing  surprising  in  the  fact  that  the  move- 
ments of  the  two  sets  of  prices  should  be  so  divergent. 

^  Here  follow  the  index  numbers  of  produce-exchange  quotations  only 
for  the  months  of  April  and  November  of  the  corresponding  years: 


Dates 


Production  markets 


Consumption  markets 


November 
1916,  AprU 


1913 

1914,  November 

1915,  April 


100 
93.6 
127.3 
136.3 
161.0 


100 
96.2 
133.8 
150.4 
173.5 
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Oats. 

For  oats  we  have  at  our  disposal  thirteen  production  and  seven 
consumption  markets/"  It  is  to  be  regretted  that  records  for  tlie 
entire  period  for  two  of  the  most  important  consumption  markets, 
Petrograd  and  Ribinsk,  were  not  available,  so  that  these  markets 
had  to  be  excluded. 

From  Table  13  it  may  be  seen  that  down  to  the  beginning  of 
1916,  prices  of  oats  did  not  rise  more  in  the  consumption  than  in  the 
production  markets,  but,  on  the  contrary,  were  somewhat  lower. 
This  is  to  be  explained  partly  by  the  peculiar  composition  of  our 
consumption  markets  for  oats ;  for  many  of  these,  while  they  cannot 
be  classified  as  production  markets,  cannot  on  the  other  hand  be  re- 
garded as  coming  entirel}'  within  the  category  of  consumption  mar- 
kets. Rather  should  they  be  taken  as  neutral  and  self-contained 
markets.  As  a  matter  of  fact,  if  we  consider  such  obvious  consump- 
tion markets  as  Moscow  or  Ribinsk,  we  obtain  an  entirely  different 
picture  of  price  movements  in  the  consumption  markets.  Similarly, 
price  advances  in  the  market  of  Nizhni-Novgorod  regularly  out- 
stripped the  advance  of  prices  in  the  production  markets.  We  may, 

TABLE  13 


INDEX 

NUMBERS 

OF  THE 

PRICE 

OF  OATS 

Produc- 

Consump- 

tion 

tion 

All  markets 

markets 

markets 

Moscow 

Ribinsk 

1913 

100 

100 

100 

100 

100 

1914,  June 

102.7 

102.9 

102.3 

105.4 

96.7 

second  half 

118.8 

120.8 

115.1 

128.2 

130.3 

1915,  first  half 

177.0 

177.9 

175.3 

233.6 

211.1 

second  half 

177.6 

177.9 

177.0 

231.2 

213.9 

1916,  first  half 

217.5 

212.8 

226.2 

267.7 

(no 

July 

234.2 

227.1 

247.4 

270.4 

more 

August 

221.4 

265.1 

283.1 

280.2 

quoted) 

September 

299.4 

290.7 

315.5 

(regulated 

October 

339.6 

prices) 

The  first  group  mcludes:  Voronezh,  Eletz,  Kozlov,  Kazan,  Kremen- 
chug,  Morshansk,  Orenburg,  Saratov,  Simbirsk,  Tomsk,  Ufa,  Chelyabinsk, 
Chistopol. 

The  second  includes:  Ekaterinburg,  Perm,  Kiev,  Moscow,  Nizhni-Nov- 
gorod, Odessa,  Rostov-on-Don. 
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therefore,  assume  that  oats  form  no  exception  to  the  rule  that  pre- 
vailed in  respect  of  rye  and  wheat. 

Examining  more  closely  the  situation  in  the  production  markets, 
we  observe  a  strong  price  advance  in  January,  1915,  and  a  gen- 
erally sharp  advance  during  the  first  half  of  1915,  down  to  April- 
May.  Then  follows  a  decline  till  about  August  or  September,  only 
to  give  way  to  another  strong  upward  climb.  The  end  of  the  spring 
and  beginning  of  the  summer  of  1916  show  a  slight  downward  move- 
ment, but  not  in  all  markets,  and  August  and  September  of  that 
year  show  a  new  advance  in  nearly  every  market.  Then  there  is  a 
tendency  to  decline,  although  not  in  all  markets.  It  is  worth  noting 
also  that  oats  were  rising  steadily  and  strongly  at  Tomsk  (Siberia) 
after  June,  1915.  Saratov  shows  an  enormous  increase  in  price 
after  June,  1916.  On  the  whole,  the  rise  in  the  prices  of  oats  was 
most  striking,  during  this  entire  period,  in  the  Middle  Volga  and 
central  agricultural  markets. 

The  situation  in  the  group  of  consumption  markets  is  very  simi- 
lar. There  is  an  enormous  price  increase  toward  October,  1916,  at 
Nizhni-Novgorod  (index  number  579)  and  Perm  (index  number 
489).  The  rise  at  Odessa  and  Rostov  is  comparatively  shght  and 
somewhat  stronger  at  Moscow,  Ekaterinburg,  and  Kiev. 

We  may  now  consider  the  figures  of  the  Ministry  of  Agriculture 
relating  to  the  movements  of  local  market  prices  for  oats,  as  shown 
in  Table  14.  This  table  confirms  our  general  conclusions  as  to  the 
nature  of  the  price  movements  of  oats  and  affords  some  idea  of  the 
increase  of  prices  in  the  spring  and  autumn  of  1917.  We  observe 
that  in  the  autumn  of  that  year  the  price  of  this  commodity  was 
about  twelve  times  the  pre-war  price  in  the  producing  areas,  and 
nearly  eighteen  times  in  the  consuming  regions.  The  Central  In- 
dustrial region  is  particularly  interesting  in  this  connection,  for  the 
price  in  this  region  rose  to  almost  twenty-eight  times  that  which  pre- 
vailed before  the  War.  It  should  be  noted,  moreover,  that  among 
the  producing  areas  the  Middle  Volga  shows  an  extraordinary  rise. 

Barley. 

Let  us  now  consider  the  last  of  the  chief  cereals — barley.  We  have 
in  this  case  five  production  markets  and  three  consumption  mar- 
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kets."  The  following  table  illustrates  the  situation  as  regards  this 
commodity : 

TABLE  15 


INDEX  NUMBERS  OF  THE  PRICE  OF  BARLEY 


All 

Production 

Consumption 

markets 

markets 

markets 

1913 

100 

100 

100 

1911,  June 

98.3 

104.7 

87.7 

second  half 

92.0 

88.6 

98.3 

1915,  first  half 

122.4 

107.8 

146.7 

second  half 

110.6 

101.7 

125.4 

1916,  first  half 

141.2 

131.1 

157.8 

July 

147.6 

138.8 

162.4 

August 

165.6 

152.9 

186.8 

September 

192.2 

172.9 

224.3 

Barley  revealed  its  character  as  an  export  commodity  more 
clearly  than  did  wheat,  by  the  rate  at  which  its  price  advanced  in 
the  production  markets ;  thus  prices  at  Odessa,  Nikolaev,  and  Ros- 
tov rose  especially  slowly  and  slightly,  and,  after  the  harvest  of 

1915,  quotations  in  the  first  two  markets  stood  even  30  per  cent 
below  those  of  1913.  But  the  situation  was  radically  different  at 
Kharkov  and  Kremenchug.  Here,  prices  never  sank  below  the  pre- 
war level,  showing  a  decided  tendency  to  follow  the  movement  of 
prices  in  the  consumption  markets.  At  Kharkov,  after  January, 

1916,  the  rise  of  prices  often  exceeded  even  that  of  the  consumption 
markets. 

In  the  consumption  markets  we  have  to  note  the  slight  movements 
of  prices  at  Petrograd  after  September,  1915.  This  was  due  to 
official  regulation,  which  concealed  the  real  market  prices.  On  the 
whole,  however.  Table  15  brings  out  very  strikingly  the  difference 
in  price  movements  in  the  production  and  consumption  markets. 

The  data  of  the  Ministry  of  Agriculture  relating  to  local  mai'ket 
prices  may  be  discussed  next.  We  find  that  Table  16  differs  very 
considerably  from  Table  15.  We  observe  here,  as  in  the  case  of 
wheat,  peculiar  conditions  tending  to  produce  marked  divergences 
between  the  figures  of  the  produce-exchanges  and  the  local  market 

The  first  group  includes:  Kremenchug,  Kharkov,  Odessa,  Nikolaev,  and 
Rostov;  the  second,  Saratov,  Orenburg,  and  Petrograd. 
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prices.  To  begin  with,  let  us  remember  that  so  great  a  difference 
could  not  be  due  solely  to  different  bases  of  computation.  The  main 
cause  is  that  many  areas  in  the  black-earth  belt  are  consumers  rather 
than  producers  of  barley.  Such  are  the  central  agricultural,  Mid- 
dle Volga,  and  Lower  Volga  regions.  Our  produce-exchange  quota- 
tions are  taken  mainly  from  the  Novorossisk  area,  and,  moreover, 
from  the  group  of  seaport  markets,  that  is,  such  as  had  lost  prac- 
tically all  their  previous  importance.  Our  consumption  market 
prices  have  been  taken  chiefly  from  the  Lower  Volga  and  the 
southern  section  of  the  Middle  Volga  region,  adjoining  the  Don 
Cossack  Territory,  that  is,  an  area  the  consumption  character  of 
which  was  slight.  To  these  considerations  must  be  added  the  fact  that 
the  regulated  and  maximum  prices  necessarily  had  a  very  marked 
effect  on  the  jDroduce-exchange  quotations.  Thus,  from  April  to 
June,  1915,  and  from  March  to  August,  1916,  Kremenchug  fur- 
nished quotations  of  regulated  prices,  and  Rostov  quotations  suffer 
from  the  same  defect,  especially  after  January,  1916.  Lastly,  Petro- 
grad,  after  September,  1915,  quoted  only  the  regulated  prices. 

When  all  these  factors  are  taken  into  consideration,  and  when  we 
bear  in  mind  that  the  prices  quoted  in  the  reports  of  the  Ministry  of 
Agriculture  relate  only  to  a  definite  moment  in  the  spring  (April) 
and  autumn  (November),  the  reason  of  the  wide  divergence  be- 
tween the  index  numbers  given  in  Tables  15  and  16  will  become 
clear.  The  different  nature  of  the  prices  furnished  in  the  two  ta- 
bles, moreover,  is  an  important  point,  that  is,  general  prices  in 
Table  15  and  local  prices^^  in  Table  16.  In  any  case,  the  vast  mass 
of  data  available  to  the  Ministry  of  Agriculture,  unaffected  by  the 
distorting  influence  of  official  price  control,  regulations,  etc.,  afford 
a  more  reliable  picture  of  price  movements  throughout  the  country 
than  the  bulletins  of  the  produce-exchanges. 

From  Table  16  it  appears  that  there  was  a  very  strong  and  sharp 
advance  in  the  price  of  barley  in  the  spring  of  1915.  In  the  autumn 
we  observe  a  decline,  but  in  the  spring  of  1916  there  was  again  a 
sharp  upward  trend.  This  trend  continues  into  the  autumn  of  the 
same  year.  Lastly,  in  the  spring  of  1917,  prices  in  the  black-earth 
zone  were  already  3.7  times  as  high  as  before  the  War,  and  4.6  times 
in  the  other  parts  of  the  country.  In  the  autumn  of  1917  there  was 
a  catastrophic  rise  in  barley,  namely  to  11.3  times  the  pre-war  level 
See  above,  p.  272. 
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in  the  black-earth  belt  and  14.6  times  in  other  parts  of  the  empire. 
This  table  also  confirms  our  previous  conclusion  that  prices  rose 
more  in  the  consumption  markets  than  in  the  production  markets. 
The  rise  in  the  black-earth  belt,  where  the  barley-producing  prov- 
inces are  chiefly  found,  falls  appreciably  behind  the  rise  of  prices 
in  other  parts  of  the  country. 

General  Remarks  on  the  Price  of  Cereals. 

The  foregoing  account  will  give  the  reader  a  sufficiently  complete 
idea  of  the  movements  of  cereal  prices.  We  have  seen  that,  on  the 
whole,  the  quotations  of  the  produce-exchanges  afford  us  a  fair  pic- 
ture of  changes  in  prices,  in  spite  of  the  fact  that  the  insufficient 
number,  or  lack  of  typical  character,  of  the  markets  from  which  we 
had  to  draw  our  data  (this  was  especially  important  in  respect  of 
the  consumption  markets),  and  the  effects  of  price  regulation  and 
control,  yielded  in  some  cases  results  that  were  rather  low.  Our  ta- 
bles show,  furthermore,  that  we  were  not  confronted  with  anything 
that  could  be  called  a  catastrophe  before  1917,  even  though  there 
was  an  enormous  increase  in  prices.  A  catastrophe  becomes  ap- 
parent only  in  the  latter  part  of  1917.  Finally  we  observe  that  there 
was  a  radical  difference  between  production  and  consumption  mar- 
kets in  the  rate  and  extent  of  the  rise  of  prices. 

Flour  and  Grits. 

An  analysis  of  price  movements  of  flour  and  grits  according  to 
the  two  groups  of  markets  (production  and  consumption)  presents 
greater  difficulties  than  we  found  when  dealing  with  grain.  A  mere 
comparison  of  markets  importing  flour  and  grits  with  markets  ex- 
porting these  two  articles  is  likely  to  obscure  many  very  interesting 
details  in  the  machinery  of  prices  of  products  obtained  by  the  con- 
version of  grain.  It  is  evident  that  price  movements  in  flour  and 
grits  are  determined  not  alone  by  the  fact  that  this  or  that  particu- 
lar province  is  an  importer  or  exporter  of  these  commodities,  but 
also  by  the  manner  in  which  provinces  exporting  them  are  supplied 
with  the  necessary  grain.  Markets  converting  grain  bought  from 
other  markets  into  flour  or  grits  for  export  to  other  provinces  are, 
strictly  speaking,  much  closer  to  the  markets  that  import  flour  and 
grits  than  are  those  markets  which  convert  local  grain,  since  the 
first  two  categories  of  markets  are,  at  bottom,  consumers  of  this 
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particular  form  of  grain.  In  any  event,  to  facilitate  our  investiga- 
tion of  the  machinery  by  which  the  price  of  flour  and  grits  is  de- 
termined, it  is  preferable  to  divide  all  the  markets  into  three,  instead 
of  two,  groups:  (a)  markets  that  export  flour  or  grits,  as  well  as 
grain  (having  a  full  supply  of  their  own  grain)  ;  (b)  markets  that 
export  flour  or  grits,  but  import  grain  (that  is,  convert  the  im- 
ported grain  into  finished  products)  ;  and  (c)  markets  that  import 
flour  or  grits  (that  is,  have  no  flour-milUng  industi-y  of  their  own) . 

Rye  Flour. 

For  this  article  we  have  at  our  disposal  a  total  of  twenty-six  mar- 
kets, nineteen  of  which  belong  to  the  group  that  exports  both  flour 
and  grain,"  three  to  that  exporting  flour  and  importing  grain,^* 
and  four  to  the  group  importing  flour/^  We  thus  have  here,  again, 
an  overwhelming  majority  of  production  and  very  few  consumption 
markets.  Let  us  now  study  the  price  movements  in  the  several  mar- 
ket groups  separately,  as  shown  in  the  table  below: 

TABLE  17 


INDEX  NUMBERS  OF  THE  PRICE  OF  RYE  FLOUR 


Markets 

Markets 

exporting 

exporting 

Markets 

All 

flour 

flour,  but  im- 

importing 

Dates 

markets 

and  grain 

porting  grain 

flour 

1913 

100 

100 

100 

100 

1914,  June 

103.6 

102.6 

101.8 

109.5 

second  half 

112.6 

111.7 

111.2 

117.8 

1915,  first  half 

146.8 

144.5 

153.3 

153.0 

second  half 

159.1 

155.2 

163.0 

174.4 

1916,  first  half 

187.8 

183.0 

200.9 

200.9 

July 

200.4 

193.4 

220.5 

218.6 

August 

218.7 

211.2 

227.8 

247.8 

This  table  shows,  first  of  all,  that  our  general  index  number  for 
flour  is  rather  low,  owing  to  the  small  number  of  consumption  mar- 
kets included  in  the  calculation.  Yet  these  markets  reflect  (and 
probably  in  an  attenuated  degree)  the  movement  of  prices  in  an 

Balashov,  Borisoglebsk,  Kirsanov,  Tambov,  Morshansk,  Kozlov,  Voro- 
nezh, Kazan,  Kiev,  Rostov,  Samara,  Saratov,  Simbirsk,  Ufa,  Chistopol, 
Kharkov,  Kurgan,  Novonikolaevsk,  and  Tomsk. 
^*  Ribinsk,  Yaroslav,  and  Orenburg. 

Eletz,  Moscow,  Nizhni-Novgorod,  and  Perm. 
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immense  consuming  area  (central,  northern,  northwestern,  and 
western  Russia) .  We  must  also  consider  that  many  quotations  from 
the  bulletins  of  the  produce-exchanges  give  us  an  entirely  erroneous 
picture  of  price  movements,  because  they  refer  to  regulated  and 
fixed  prices.^"  This  has  vitiated  the  price  statistics  for  the  first  half 
of  1916.  For  July,  August,  and  September,  1916,  after  the  new 
harvest,  prices  are  quoted  more  correctly  in  the  bulletins,  but  later 
the  quotation  of  flour  ceases  in  practically  all  markets,  a  result  of 
the  maximum  prices  prescribed  for  all  transactions. 

Table  17  shows  that  our  division  of  the  markets  into  three  sepa- 
rate groups  was  of  great  practical  value.  We  actually  observe  a 
considerable  divergence  of  price  movements  in  the  two  groups  of 
markets  exporting  flour.  It  appears  also  that  markets  which  export 
flour,  but  import  grain,  come  much  closer,  in  regard  to  the  rise  in 
the  price  of  flour,  to  markets  that  import  flour,  than  those  which 
export  both  flour  and  grain.  At  times  the  price  in  the  markets  of  the 
first  category  even  exceeds  the  price  in  the  purely  consumption  mar- 
kets. The  table  shows  also  that  Cag  rise  of  price  in  markets  import- 
ing flour  reached  a  level  higher  than  that  attained  in  all  markets 
exporting  flour  taken  together. 

An  analysis  of  price  movements  in  each  separate  market  is  not 
within  the  scope  of  the  present  inquiry.  We  shall,  therefore,  confine 
ourselves  here  to  these  two  subjects:  that  of  price  movements  after 
August,  1916,  and  that  of  the  ratio  of  the  movements  of  flour  and 
grain  prices. 

Regarding  the  first,  we  may  say  that  we  have  available  up  to  the 
end  of  1916  the  produce-exchange  quotations  for  several  markets." 
If  we  eliminate  those  of  Kharkov  and  Moscow  as  having  furnished 
obviously  fictitious  quotations,  we  still  have  at  our  disposal  a  sufii- 
cient  number  of  markets  to  give  an  idea  of  the  rise  of  prices  at  the 
close  of  1916.  Balashov,  in  the  province  of  Saratov,  gives  us,  for 
October,  1916,  an  index  number  of  273.7,  and  210  for  Decem- 
ber; Kazan,  343.7  for  October  and  317.6  for  December;  Samara, 

The  Kharkov  quotations  do  so,  as  stated  clearly  in  the  bulletins  for  the 
first  half  of  191(5;  and  also  those  of  Rostov-on-Don,  where  prices  were  those 
fixed  by  the  Special  Council  on  Food  Supply ;  and  there  is  some  doubt  about 
a  few  other  markets,  even  though  their  bulletins  do  not  specifically  state 
that  their  quotations  are  only  nominal. 

"  Balashov,  Kazan,  Samara,  Simbirsk,  Ufa,  Kharkov^  Moscow,  and 
Perm. 
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255.1  and  277.8,  for  the  same  months;  Simbirsk,  257.8  and  298.5; 
and  Ufa,  316.3  and  309.6.  When  we  consider  the  distortion  of  price 
quotations  due  to  price  control  and  regulation,  we  may  confidently 
infer  that  at  the  close  of  1916  the  price  of  rye  flour  in  the  produc- 
tion markets  stood  at  least  three  times  as  high  as  in  1913. 

For  markets  importing  flour  we  have  only  the  Perm  figures  ex- 
tending to  the  close  of  the  year.  Here,  the  index  numbers  were  360.5 
for  October  and  405.2  for  December.  For  the  month  of  October  we 
have  also  the  figures  for  Nizhni-Novgorod  and  Ribinsk,  which  were, 
resj^ectively,  353.6  and  245.8.  It  must  be  assumed,  therefore,  that 
flour  prices  in  the  consumption  markets  were  at  least  three  and  a 
half  times  as  high  as  in  1913. 

As  for  1917,  we  regret  that  we  have  been  unable  to  obtain  a  suffi- 
cient quantity  of  verified  data.  Some  information  may  be  gleaned 
from  M.  Pervushin's  work.'**  But  this  material,  so  far  as  it  deals  with 
1917,  unfortunately  contains  many  self-contradictory  figures,  and 
they  must  be  used  with  caution. 

For  the  second  half  of  1917  we  have  no  data  available. 

Let  us  now  consider  the  second  question — the  ratio  of  the  com- 
jDarative  movements  in  flour  and  grain  prices. 

From  the  preceding  tables  (7,  9,  and  17)  we  have  learned  that 
the  index  number  for  rye  flour  lagged  behind  that  for  grain  only 
during  the  first  and  second  half-years  of  the  War.  Again,  we  found 
that  flour  prices  increased  during  the  following  period  more  rapidly 
than  prices  of  grain.  A  closer  examination  of  these  figures  (Table 
7)  shows  that  flour  prices  had  a  tendency  to  outstrip  the  rising 
grain  prices  as  early  as  October— November,  1914,  but  it  was  only 
after  June,  1915,  that  this  tendency  became  permanent. 

Taking  all  the  markets  separately,  we  may  state  that,  however 
great  the  differences  in  flour  and  grain  price  movements  may  have 
been  during  the  first  half-year  of  the  War,  there  is  a  similarity  dur- 
ing the  second  half-year  in  all  the  movements,  in  that  grain  prices 
increase  more  rapidly  than  flour  prices.  But  later  on  we  find  the 
opposite  tendency  at  work  in  nearly  every  market. 

S.  A.  Pervushin,  Volnya  Tseni  i  Pokupatelnaya  Sila  Russkago  Rublya 
V  Godi  Revolutsii,  1917-1921  {Competitive  Prices  and  the  Purchasing 
Poicer  of  the  Ruble  during  the  Revolution,  1917-1921),  in  the  volume 
Deneshnoe  Ohrashchenie  i  Kredit  v  Rossii  i  sa  Granitsei  {Money  Circula- 
tion and  Credit  in  Russia  and  Abroad),  Petrograd-Moscow,  1922,  I,  57-147. 
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Wheat  Flour. 

For  this  commodity  we  have  available  the  following  groups  of 
markets:  (a)  markets  exporting  both  flour  and  grain (b)  mar- 
kets exporting  flour  and  importing  grain ;-°  (c)  markets  importing 
flour.""^  This  gives  us  a  total  of  twentj^-four  markets. 

TABLE  18 


INDEX  NUMBERS  OF 

THE  PRICE 

OF  WHEAT 

FLOUR 

Markets 

Markets 

exporting 

exporting 

flour  and 

Markets 

All 

grain  and 

importing 

importing 

markets 

flour 

grain 

flour 

1913 

100 

100 

100 

100 

1914,  June 

98.3 

96.9 

98.9 

99.9 

second  half 

100.1 

99.0 

100.7 

101.1 

1915,  first  half 

123.3 

123.8 

125.3 

121.0 

second  half 

133.8 

129.0 

142.4 

134.1 

1916,  first  half 

163.3 

153.3 

175.1 

168.9 

July 

174.8 

165.0 

184.7 

181.7 

August 

188.5 

184.0 

194.8 

190.2 

This  table  demonstrates  even  better  than  Table  17  the  advantage 
of  classifying  all  markets  under  these  three  distinct  groups.  It  shows 
that,  Avith  the  exception  of  the  second  half  of  lOl-i,  when  prices  in 
the  markets  that  imported  flour  exceeded  prices  prevailing  in  the 
two  other  market  groups,  the  advance  of  flour  prices  was  greatest 
in  those  markets  which  exported  flour  and  imported  grain.  It  is  true 
that  this  result  is  due  partly  to  the  fact  that  we  put  Eletz  in  the 
group  that  exported  flour  and  impoi-ted  grain ;  it  would  have  been 
more  correct  to  put  it  in  the  group  of  markets  consuming  flour, 
since  the  exports  of  flour  from  the  province  of  Orel,  in  which  Eletz 
is  situated,  amounted  only  to  16,400  puds  a  year  (according  to  the 
average  figure  for  the  period  1909-1913),  whereas  the  imports  of 
grain  were  as  high  as  2.7  million  puds,  in  other  words,  all  the  grain 
imported  into  this  province  was  used  up  in  the  production  of  flour 
for  local  consumption. 

Ekaterinodar,    Armavir,    Rostov,    Orenburg,    Pokrovskaya  Sloboda, 
Odessa,  Kharkov,  Kremenchug,  Voronezh,  Kiev,  Tomsk. 

^"  Saratov,  Balashov,  Ribinsk,  Yaroslav,  Nizhni-Novgorod,  Eletz. 

Ufa,  Kozlov,  Borisoglebsk,  Ekaterinburg,  Perm,  Kazan,  Moscow. 

In  the  province  of  Orel  are  located  the  famous  Bryansk  and  Maltsev 
Works,  which  are  among  the  largest  in  Russia. 
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It  is  to  be  regretted  that  we  have  not  been  able  to  obtain  data  re- 
lating to  price  movements  in  wheat  flour  extending  to  the  end  of  the 
War. 

A  comparison  of  price  movements  in  wheat  and  wheat  flour  yields 
the  following  results  During  the  first  half-year  of  the  War  wheat 
flour  advanced  more  rapidly  than  wheat.  Later,  from  January  till 
May,  1915,  the  opposite  is  true.  From  June  till  October  wheat  flour 
again  advances  more  than  wheat,  and  from  November,  1915,  till 
August,  1916,  flour  lags  behind  the  grain,  although  only  slightly. 

Comparing  price  movements  of  wheat  and  flour  in  the  several 
markets  separately,  we  obtain  the  following  results :  At  Eletz,  Voro- 
nezh, Kremcnchug,  Borisoglebsk,  Kharkov  (excepting  October- 
December,  1914),  flour  rises  more  than  grain.  To  these  markets  may 
be  added  that  of  Moscow,  where,  with  the  exception  of  January, 
February,  Aj^ril,  and  May,  1915,  wheat  lags  behind  flour.  At  Bala- 
shov  and  Kiev  (with  the  exception  of  July,  August,  and  September, 
1915),  grain  is  all  this  time  running  ahead  of  flour.  All  the  other 
markets  (Odessa,  Orenburg,  Saratov,  Rostov,  Ufa,  Ekaterinburg, 
and  Ribinsk)  show  a  great  variety  of  changes  in  different  periods. 
Still,  they  all  reveal  that  wheat  rose  more  than  flour  in  the  first  half 
of  1915  (except  at  Orenburg)  and  that  then,  till  September- 
October,  the  ratio  was  reversed  (except  at  Ribinsk).  At  Ribinsk  and 
Orenburg  we  find  prices  moving  at  a  certain  uniform  rate.  In  the 
former  market,  wheat  lags  behind  flour  in  the  first  half-3'ear  of  the 
War,  and  later  the  situation  is  exactly  reversed;  in  the  latter  mar- 
ket, wheat  lags  behind  flour  till  September,  1915,  and  then  the  ratio 
is  reversed. 

Buckzvheat  Grits. 

For  buckwheat  grits  Ave  have  the  following  markets :  (a)  those  ex- 
porting both  grits  and  whole  grain;"*  (b)  those  importing  grain, 
but  exporting  grits;"  and  (c)  those  importing  grits.-''  First  let  us 
consider  the  index  figures  for  those  months  only  for  which  we  have 
the  figures  relating  to  Kirsanov  and  Kozlov  (see  Table  19).  After- 

23  See  Table  7. 

Kazan,  Kremenchug,  Tomsk,  Ufa,  Kharkov,  Kiev,  Voronezli. 

Kirsanov  and  Kozlov.  (It  is  a  matter  of  regret  that  we  are  able  to  cite 
figures  for  these  markets  for  a  very  limited  period  only.) 

2"  Moscow,  Rostov,  Ribinsk,  Saratov,  Yaroslav,  Nizhni-Novgorod,  Eletz, 
and  Orel. 
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ward,  having  ehminated  these  two  markets  from  our  calculations, 
we  shall  construct  index  numbers  for  the  two  market  groups  of  a 
and  c  only,  covering  however  the  entire  period  under  investigation 
(see  Table  20). 

Regarding  Table  19  we  must  point  out  that  Kozlov  and  Kirsanov 
were  obviously  furnishing  quotations  of  regulated  prices  after  Feb- 
ruary, 1916.  Upon  the  whole,  we  observe  that,  with  the  exception 
of  December,  1914,  January  and  February,  1915,  and  March, 
April,  and  May,  1916,  prices  in  those  markets  which  export  grits, 
but  import  the  whole  grain,  advance  more  than  prices  in  the  purely 
consuming  markets.  Further,  grits  increase  least  in  price  in  those 
markets  which  export  both  the  grits  and  the  grain. 


TABLE  19 

INDEX  NUMBERS  OF  THE  PRICE  OF  BUCKWHEAT  GRITS 
(including  tlie  markets  of  Kirsanov  and  Kozlov) 


Markets 

Markets 

exporting 

exporting 

grits  and 

Markets 

All 

grits  and 

importing 

importing 

markets 

grain 

grain 

grits 

1913 

100 

100 

100 

100 

1914,  October 

145.7 

137.5 

160.0 

149.4 

November 

147.8 

139.5 

158.4 

152.5 

December 

157.7 

144.6 

163.3 

167.7 

1915,  January 

175.1 

162.6 

176.1 

185.8 

February- 

183.5 

175.2 

187.0 

189.8 

March 

187.9 

181.1 

196.0 

191.9 

April 

196.2 

186.0 

209.7 

201.8 

November 

230.1 

210.5 

247.3 

242.7 

December 

236.1 

217.2 

251.1 

248.9 

1916,  January 

238.5 

220.2 

257.6 

249.8 

February 

239.7 

219.3 

256.6 

253.3 

March 

246.0 

225.1 

256.6 

260.4 

April 

249.1 

227.9 

256.6 

265.9 

May 

256.3 

233.9 

256.6 

275.8 

Table  20  requires  no  comment  or  explanation.  As  regards  the 
movement  of  prices  after  August,  1916,  we  have  at  our  disjjosal  the 
produce-exchange  quotations  of  Kazan,  Kremenchug,  Ufa,  Moscow, 
Rostov,  and  Eletz,  but  the  prices  given  by  Kazan,  Moscow,  and 
Rostov  are,  apparently,  the  officially  regulated  prices.  For  the 
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TABLE  20 

INDEX  NUMBERS  OF  THE  PRICE  OF  BUCKWHEAT  GRITS 


(including  the  markets  of  Kirsanov  and  Kozlov) 


Markets 

Markets 

All 

export  in  ff  grain 

importing 

markets 

and  grits 

grits 

1913 

100 

100 

100 

1914,  June 

114.5 

113.6 

115.2 

second  half 

136.9 

130.5 

142.5 

1915,  first  half 

191.7 

181.4 

200.8 

second  half 

215.6 

197.8 

231.1 

1916,  first  half 

247.8 

227.3 

265.5 

July 

265.4 

235.8 

291.2 

August 

270.9 

247.8 

291.2 

month  of  December,  1916,  we  obtain  the  following  index  numbers: 
Kazan  267.3,  Kremenchug  248.2,  Ufa  630.8  (for  dried  grits), 
Moscow  269.1,  Rostov  237.2,  and  Eletz  308.4  (383.6  in  November). 
In  addition  to  these,  we  may  note  Voronezh,  where  the  index  number 
for  October  was  318.2. 

Leaving  out  of  our  present  consideration  the  market  of  Ufa  as 
one  with  an  excej^tional  grade  of  grits  and  an  exceptional  range  of 
prices,  and  taking  into  account  the  fact  that  free  prices  were  always 
higher  than  regulated  prices,  it  may  be  assumed  that  the  price  of 
buckwheat  grits  toward  the  end  of  1916  stood  three  to  three  and  a 
half  times  as  high  as  the  1913  price  in  the  production  markets,  and 
four  times  as  high  in  the  consumption  markets. 

We  even  believe  that  our  calculations  are  too  optimistic,  for  dur- 
ing that  period,  owing  to  the  heavy  demand  of  the  army,  buckwheat 
grits  became  almost  unobtainable  for  the  civilian  population. 
Among  the  production  markets,  those  in  the  east  (Ufa  and  Kazan) 
show  the  greatest  rise  of  prices;  next  follow  the  southern  markets 
(Voronezh,  Kharkov,  and  Kremenchug).  Among  the  consumption 
markets,  the  greatest  price  advance  was  observed  in  those  of  Ri- 
binsk,  Yaroslav,  Saratov,  Nizhni-Novgorod,  Moscow,  and  Eletz. 

Millet. 

For  millet,  we  have  the  following  market  groups :  (a)  markets  ex- 
porting both  millet  grain  and  millet  grits;"  (b)  markets  exporting 

Kremenchug,  Voronezh,  Saratov,  Kiev,  and  Ufa. 
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millet  grits,  but  importing  millet  grain;-**  and  (c)  markets  import- 
ing millet  grits."''  This  classification  is  perhaps  not  altogether  exact, 
but  upon  the  whole,  it  makes  a  fairly  correct  distinction  between  the 
different  markets. 

TABLE  21 


INDEX  NUMBERS  OF  THE  PRICE  OF  MILLET 


Markets 

Markets 

ex  port  ill  g 

exporting 

millet  grits 

millet  grits, 

Markets 

All 

and  millet 

and  importing 

importing 

markets 

grain 

millet  grain 

millet  grits 

1913 

100 

100 

100 

100 

1914,  June 

110.0 

102.4 

113.6 

111.7 

second  half 

125.7 

117.1 

135.3 

121.9 

1915,  first  half 

171.4. 

155.4 

185.1 

169.3 

second  half 

186.6 

163.3 

203.4 

186.5 

1916,  first  half 

216.1 

189.8 

229.6 

220.6 

July 

239.2 

207.0 

253.1 

245.4 

August 

252.6 

235.1 

260.4 

256.7 

September 

275.8 

258.5 

286.0 

277.6 

It  will  be  seen  from  Table  21  that  there  was  the  same  regularity 
in  price  movements  that  we  observed  in  the  case  of  buckwheat  grits 
and  wheat  flour:  prices  advanced  farthest  in  those  markets  which 
exported  millet  grits  and  imported  millet  grain. 

To  judge  of  the  subsequent  movement  of  prices,  do\\ii  to  the  end 
of  1916,  we  have  at  our  disposal  the  produce-exchange  quotations 
for  only  four  markets — Kremenchug,  Ufa,  Morshansk,  and  Eletz. 
In  December,  1916,  the  index  figures  for  the  four  markets  were  as 
follows :  Kremenchug  265,  Ufa  374,  Morshansk  485,  Eletz  349.  On 
the  basis  of  such  data  it  becomes,  of  course,  difficult  to  arrive  at 
exact  conclusions  regarding  the  general  price  level  for  millet.  In  all 
probability  the  price  of  millet  advanced  in  those  markets  which  ex- 
ported millet  grits  and  millet  grain  to  three  or  three  and  a  half 
times  the  pre-war  price,  and  in  the  other  markets,  it  may  be  as- 
sumed, to  not  less  than  four  times  that  price. 

Some  fragmentary  data  covering  the  first  half  of  1917  may  be 
gleaned  from  the  previously  mentioned  work  of  M.  Pervushin.^" 

Simbirsk,  Sizran,  Tambov,  Kirsanov,  Kozlov,  Morshansk,  and  Oren- 
burg. 

Eletz,  Moscow,  Nizhni-Novgorod,  Orel,  Ribinsk,  Yaroslav,  Rostov, 
Kharkov. 

*°  See  p.  282,  n.  18. 
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These  show  that  prices  of  millet  during  the  period  of  January- 
June  (July),  1917  were:  at  Moscow,  8  rubles  the  pud;  Petrograd, 
Simbirsk,  Saratov,  and  Penza,  6  rubles.  This  means  that  at  Moscow 
the  price  of  millet  rose  to  6  times,  at  Petrograd  to  4%  times,  at 
Simbirsk  to  7  times,  and  at  Saratov  and  Penza  to  approximately  5 
times  the  pre-war  price. 

Salt. 

The  movement  of  index  numbers  for  foodstuffs  has  already  been 
shown  in  Chapter  III  (see  Table  5).  Here,  we  shall  confine  ourselves 
to  analyzing  the  price  movements  of  the  several  different  commodi- 
ties divided  into  the  two  groups  of  markets,  production  and  con- 
sumption. 

In  dealing  with  salt,  we  have  classified  Orenburg,  Perm,  and 
Rostov  among  the  production  markets,  and  Kazan,  Ribinsk,  Sara- 
tov, Sizran,  Yaroslav,  Tomsk,  and  Ufa  among  the  consumption 
markets. 

TABLE  22 


INDEX  NUMBERS  OF  THE  PRICE  OF  SALT 


All 

Production 

Consumption 

markets 

markets 

markets 

1913 

100 

100 

100 

1914,  June 

106.8 

100.7 

109.5 

second  half 

119.5 

100.7 

128.2 

1915,  first  half 

169.1 

108.8 

194.9 

second  half 

228.4 

129.0 

271.0 

1916,  first  half 

332.7 

165.9 

404.2 

July 

351.8 

186.8 

423.9 

August 

360.6 

188.8 

434.1 

September 

366.6 

209.5 

434.0 

The  situation  revealed  by  this  table  is  indeed  surprising.  But  it 
will  be  fovind  even  more  so  when  we  consider  price  movements  in  the 
various  markets  separately.  It  is  found  that  at  Orenburg  the  price 
remained  stationary,  on  the  level  of  1913,  until  February,  1916. 
After  that  it  makes  an  extraordinary  upward  jump  (110  per  cent 
in  March)  and  finally,  from  July  to  December,  1916,  it  stands  90 
per  cent  higher  than  in  1913.  At  Perm  the  rise  was  far  greater, 
especially  after  June  or  July,  1915.  In  August,  1916,  the  index 
number  was  259,  remaining  at  this  level  till  the  close  of  that  year. 
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Rostov  shows  a  more  considerable  price  advance  than  Orenburg 
till  March,  1916,  but  lags  behind  Perm.  After  March,  1916,  dowTi 
to  October,  Rostov  becomes  the  cheapest  market,  after  which  it 
ranks  on  the  same  level  with  Orenburg  in  the  rise  of  the  price  of 
salt  (index  number  190). 

Very  different  is  the  picture  presented  by  the  consumption  mar- 
kets, with  the  exception  of  Ufa,  which,  both  as  regards  the  move- 
ment and  rate  of  price  advances,  is  very  much  like  Perm.  In  this 
market  group  we  observe  almost  throughout  the  period  under  in- 
vestigation a  precipitate  and  ceaseless  rise  of  prices.  It  is  interest- 
ing to  note  here  that  we  find  in  practically  all  the  consumption  mar- 
kets that  the  close  of  1915  was  the  moment  of  a  particularly  sharp 
rise.  Thus  at  Kazan  the  index  number,  which  stood  at  302.6  during 
December,  1915,  suddenly  jumped  to  421.1  in  January,  1916;  in 
August,  1916,  it  rose  to  559,  and  between  September  and  the  end 
of  the  year  it  hovered  about  493.4  (maximum  prices  having  been 
imposed).  At  Ribinsk  we  find  a  strong  advance  from  September, 

1915  (289)  to  October,  1915  (465).  In  September,  1916,  the  index 
number  of  this  market  had  risen  to  542.  At  Yaroslav  there  was  a 
precipitate  rise  during  the  same  period  (the  September,  1915,  index 
number  is  277;  October,  382;  November,  469;  December,  562). 
From  January  to  August,  1916,  this  market  shows  stationary 
prices  (562),  thanks  to  price  regulation.  But  in  September  the  in- 
dex number  mounts  as  high  as  604.  At  Saratov  we  have  an  espe- 
cially strong  upward  movement  in  the  beginning  of  the  spring  of 

1916  (index  number  for  February,  404;  March,  566;  April,  667). 
After  July,  1916,  prices  in  this  market  are  stabilized  till  the  end  of 
that  year  (571),  as  a  result  of  price  regulation.  It  is  interesting  to 
note  that  at  Sizran  the  price  in  September,  1916,  stood  only  three 
times  as  high  as  that  prevailing  before  the  War.  Prices  in  this  mar- 
ket rose  particularly  in  the  October— November  period  of  1915.  A 
similar  rate  of  advance,  about  October,  1916,  is  observed  in  the  mar- 
ket of  Tomsk.  Here,  again,  there  was  a  considerable  upward  move- 
ment in  October-November,  1915. 

Butter. 

For  butter,  we  have  only  five  markets  that  we  are  able  to  trace 
throughout  the  war  period,  namely :  Kazan,  Tomsk,  Moscow,  Petro- 
grad,  and  Vladivostok.  Tomsk  is  only  a  production  market. 
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After  making  certain  comparisons,  and  upon  mature  considera- 
tion, we  have  decided  to  include  Kazan  in  the  group  of  butter-pro- 
duction markets.  Our  justification  we  find  in  the  fact  that  the  prov- 
ince of  Kazan  imports  annually  not  more  tiian  3,600  puds  of  butter 
(as  the  railway  statistics  are  rather  inaccurate,  it  may  even  be  that 
Kazan  province  is  an  exporter  of  butter)  ;  that  it  is  situated  among 
the  provinces  that  export  butter  (even  though  in  insignificant 
amounts)  and  that,  in  respect  of  the  nature  of  its  price  move- 
ments, Kazan  comes  very  close  to  the  market  of  Vologda,  one  of  the 
chief  markets  for  butter,  at  least  for  the  entire  period  for  which  we 
were  able  to  make  the  necessary  comparisons. 

The  situation  will  then  appear  as  shown  in  Table  23. 

TABLE  23 


INDEX  NUMBERS  OF  THE  PRICE  OF  BUTTER 


All 

Production 

Consumption 

markets 

markets 

markets 

1913 

100 

100 

100 

1914,  June 

100.1 

101.6 

99.0 

second  half 

103.9 

98.7 

107.5 

1915,  first  half 

109.7 

111.1 

108.9 

second  half 

146.3 

133.5 

154.9 

1916,  first  half 

205.5 

178.9 

223.0 

second  half 

364.1 

290.5 

413.1 

We  thus  observe  that  there  was  a  sharp  rise  in  the  price  of  butter, 
not  during  the  first  half  of  1915,  as  was  the  case  with  cereals,  but 
during  the  second.  Price  movements  in  particular  markets  were  as 
follows : 

TABLE  24 

INDEX  NUMBERS  OF  THE  PRICE  OF  BUTTER 
FOR  PARTICULAR  MARKETS 


Petrograd 

Moscow 

Kazan 

Tomsk 

Omsk 

Odessa 

1913 

100 

100 

100 

100 

100 

100 

1914,  December 

121.7 

130.2 

110.6 

95.4 

1915,  April 

105.5 

107.3 

118.5 

105.7 

91.7 

107.8 

August 

131.6 

136.4 

127.6 

120.2 

122.6 

September 

144.4 

154.9 

121.5 

130.8 

134.4 

October 

174.7 

180.4 

138.2 

129.7 

December 

261.6 

247.6 

188.3 

129.7 

Nizhni-Novgorod,  Ufa,  Vyatka,  and  Simbirsk. 
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J^Ioscoiv 

KdZttTl 

I  OitlSK 

fin  a  o  Oft 

1916,  February 

245.0 

249.0 

210.4 

128.0 

.... 

.... 

July 

244.2 

251.6 

246.2 

137.1 

135.7 

August 

353.7 

352.0 

248.6 

172.7 

135.7 

September 

438.9 

452.5 

318.3 

208.2 

204.0 

281.6 

October 

564.2 

545.0 

363.0 

208.2 

204.0 

404.1 

November 

687.6 

679.1 

518.4 

208.2 

204.0 

468.7 

December 

719.5 

705.0 

648.5 

208.2 

515.5 

The  reader  is  invited  to  consider  one  particular  detail  of  this 
table:  in  August,  1915,  prices  in  all  markets  showed,  if  not  exactly 
an  equal  advance,  at  least  a  very  similar  rate  of  advance.  After 
September,  and  especially  October,  we  observe  a  strong  upward 
trend  in  all  the  markets  of  European  Russia,  and  a  decline  in  prices 
in  the  Siberian  markets.  Later,  prices  rise  also  in  Siberia,  but 
neither  the  rate  nor  the  extent  of  this  upward  movement  can  be  com- 
pared in  the  least  with  the  precipitate  increase  in  the  price  of  butter 
observed  in  European  Russia. 

The  fragmentary  data  regarding  butter  prices  computed  by  M. 
Pervushin  for  the  first  half  of  1917  justify  the  belief  that  these 
prices  continued  to  rise.  We  are  inchned  to  think  that  butter  was 
then  about  eight  times  dearer  than  in  1913  at  Petrograd  and  Mos- 
cow, and  approximately  seven  times  at  Kazan. 

Beef. 

When  we  come  to  beef  prices,  we  are  confronted  with  a  number  of 
difficulties.  All  we  have  available  for  our  study  in  this  field  are  five 
markets:  Moscow,  Petrograd,  Perm,  Orenburg,  and  Tomsk.  Of 
these  markets,  Petrograd  and  Moscow  can  be  traced  only  up  to 
May-June,  1916.  Besides,  all  these  markets  reveal  the  effect  of 
price  regulation  in  a  marked  degree.  Petrograd,  for  example,  shows 
absolutely  stationary  levels  between  August,  1915,  and  April,  1916, 
although  every  inhabitant  of  that  city  is  perfectly  well  aware  that 
the  only  thing  that  remained  stationary  during  that  period  was  the 
officially  prescribed  price,  but  not  the  prices  that  they  were  actually 
forced  to  pay,  if  they  wished  to  obtain  meat.  Moscow,  likewise,  ap- 
pears to  have  furnished  official  prices  exclusively  after  March,  1916. 

Therefore,  if  we  were  to  use  in  our  construction  of  a  general  index 
number  of  beef  prices  the  quotations  of  Petrograd  and  Moscow,  we 
could  bring  such  an  index  number  down  only  to  May,  1916,  and 
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would,  consequently,  have  to  terminate  our  table  for  the  aggregate 
of  all  foodstuffs  at  this  period.  To  avoid  this,  we  have  ehminated 
the  markets  of  the  two  capital  cities  altogether  and  are  left  with 
but  a  single  consumption  market — Perm.  As  a  production  market, 
we  have  had  to  rest  satisfied  with  Orenburg.  The  general  index 
numbers  for  beef  in  our  tables  were  computed  on  the  basis  of  data 
for  these  two  markets  alone. 

Needless  to  say,  Perm  itself  cannot  possibly  reflect  clearly  the 
movement  of  prices  in  all  the  consumption  markets,  in  pai-ticular 
for  that  period  for  which  reliable  quotations  were  still  available  as 
regards  the  markets  in  the  capital  cities.  Nor  can  we  regard  Oren- 
burg as  absolutely  suitable  for  the  part  we  have  assigned  to  it  in 
the  present  investigation.  Unfortunately,  the  reports  on  the  mar- 
kets of  the  central  agricultural  area  were  found  to  be  far  too  frag- 
mentary. 

In  computing  our  general  index  number  of  meat  prices  solely 
on  the  basis  of  price  movements  in  two  markets  (Perm  and  Oren- 
burg), we  have,  naturally,  not  been  able  to  elucidate  exactly  the 
nature  of  price  movements  for  this  commodity  throughout  the 
empire.  But  if  we  consider  the  fact  that  Petrograd  quotations  were 
for  a  long  period  only  nominal,  and  not  actually  paid  prices,  we 
shall  realize  that  even  an  index  constructed  with  data  covering  every 
market  could  not  claim  absolute  accuracy. 

TABLE  25 


INDEX  NUMBER  OF  THE  PRICE  OF  BEEF 


All 

Production 

Consumption 

markets 

markets 

markets 

1913 

100 

100 

100 

1914,  June 

123.5 

138.5 

108.5 

second  half 

102.3 

103.9 

100.6 

1915,  first  half 

121.8 

129.8 

113.8 

second  half 

122.5 

118.0 

127.1 

1916,  first  half 

195.1 

189.0 

201.2 

second  half 

228.7 

229.2 

228.3 

Table  25  shows  that  during  the  first  half-year  of  the  War  meat 
prices  rose  more  in  the  production  markets ;  during  the  second  half- 
year,  the  advance  in  meat  prices  proceeded  at  almost  the  same  rate 
in  the  consumption  as  in  the  production  markets;  and  during  the 
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third  and  fourth  half-year  periods,  the  price  increase  in  the  con- 
sumption was  more  considerable  than  in  the  production  markets. 
Again,  from  the  fragmentary  data  of  M.  Pervushin's  work,  it  may 
be  inferred  that  meat  prices  during  the  first  half  of  1917  reached 
the  following  levels: 


at  Petrograd 
at  Moscow 
at  Tambov 
at  Kazan 
at  Simbirsk 
at  Saratov 


8.2  times  pre-war  prices 

7.5  times  pre-war  prices 

9  times  pre-war  prices 

6  times  pre-war  prices 

6.8  times  pre-war  prices 

6.8  times  pre-war  prices 


We  believe,  however,  these  figures  to  be  exaggerated.  It  can  scarcely 
be  supposed  that  meat  at  Petrograd  and  Moscow  reached  a  price 
more  than  five  or  six  times  as  high  as  the  pre-war  price. 


Sugar. 

For  lump  sugar  we  have  data  for  eleven  markets.^"  For  granu- 
lated sugar  we  have,  in  addition  to  these  markets,  that  of  Moscow, 
but  as  quotations  by  the  Moscow  produce-exchange  cease  in  Janu- 
ary, 1916,  we  cannot  avail  ourselves  here  of  this  market.  Of  the 
eleven  markets,  a  majority  (Kiev,  Odessa,  Kharkov,  Rostov,  Petro- 
grad, Sai'atov,  and  Ufa)  furnish  the  prices  till  August,  1916  (Kiev, 
Odessa,  and  Petrograd  even  as  late  as  November)  ;  but  others 
(Voronezh,  Ekaterinburg,  Kazan,  and  Armavir)  quote  only  as  late 
as  May,  1916.  We  have  thus  been  compelled,  in  computing  our  gen- 
eral index  numbers  for  sugar,  to  rest  satisfied  with  only  seven  mar- 
kets, of  which  three  (Kiev,  Kharkov,  and  Odessa)  were  production 
markets  and  four  (Petrograd,  Rostov,  Saratov,  and  Ufa)  con- 
sumption markets.  The  index  numbers  for  lump  and  granulated 
sugar  are  given  in  Table  26. 

Table  26  hardly  calls  for  comment,  and  it  shows,  even  though  in 
a  lesser  degree,  all  the  joeculiar  features  that  we  observed  in  a  num- 
ber of  previous  tables.  It  remains  only  to  state  that  prices  in  very 
many  markets  at  the  close  of  1915  and  afterward  bear  obvious 
traces  of  regulation.  It  must  be  noted,  furthermore,  that  the  regu- 
lated prices  of  sugar  did  not  possess  a  purely  nominal  character  to 

^-  Voronezh,  Kiev,  Odessa,  Kharkov,  Armavir,  Ekaterinburg,  Kazan, 
Petrograd,  Rostov,  Saratov,  and  Ufa. 
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TABLE  26 

INDEX  NUMBERS  OF  THE  PRICE  OF  LUMP 
AND  GRANULATED  SUGAR 


All 

Production 

Consv/mption 

•  markets 

markets 

markets 

1913 

100 

100 

100 

1914,  June 

101.0 

101.2 

100.9 

second  half 

lOi.8 

102.6 

106.5 

1915,  first  half 

117.5 

115.2 

119.2 

second  half 

132.7 

127.9 

136.4 

1916,  first  half 

li9.0 

144.7 

152.2 

July 

147.2 

143.9 

149.6 

August 

149.0 

148.1 

149.6 

such  an  extent  as  the  regulated  prices  of  other  foodstuffs,  as  price 
regulation  in  the  sugar  market  proved  quite  successful.  Neverthe- 
less it  is  a  fact  that  our  index  numbers  minimize  the  actual  price 
advance  of  this  commodity.  Were  we  able  to  ascertain  the  prices 
charged  for  sugar  in  the  rural  districts,  it  is  certain  that  we  should 
obtain  a  far  more  melancholy  picture. 

Concerning  the  increases  in  the  price  of  sugar  toward  the  end  of 
1916  we  may  gather  some  data  from  the  last  (November)  figures 
for  Kiev,  Odessa,  and  Petrograd.  But  here,  again,  we  are  unfortu- 
nately confronted  with  the  regulated  prices.  These,  in  November, 
stood  above  the  1913  prices:  at  Kiev,  by  112  per  cent  for  granu- 
lated, and  by  109  per  cent  for  lump  sugar;  at  Odessa,  by  62  per 
cent  for  both  kinds;  and  at  Petrograd,  by  34  per  cent  for  granu- 
lated, and  by  45  per  cent  for  lump.  We  believe  that  the  Kiev  regu- 
lated jDrices  best  reflect  the  actual  prices. 

To  conclude  our  discussion  of  sugar  prices,  we  shall  consider  the 
relationship  that  existed  between  the  price  movements  of  lump  and 
granulated  sugar.  We  find  that,  in  the  consumption  markets,  lump 
sugar  throughout  this  period  advances  more  rapidly  than  granu- 
lated. And  in  the  production  markets  we  observe  the  same  situation, 
with  insignificant  excejDtions.  These  exceptions  occur  in  December, 
1915,  and  January,  1916,  followed  by  April  and  May,  1916. 

Conchision. 

Let  us  now  endeavor  to  draw  certain  general  conclusions  from  the 
above  discussion,  in  spite  of  the  incompleteness  of  our  data.  In  the 
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first  place,  we  have  unquestionably  seen  a  general  tendency  of  prices 
to  increase.  This  tendency  furnishes  the  general  background  against 
which  the  play  of  the  partial  rise  and  fall  of  prices  takes  place.  As 
time  goes  on,  however,  these  partial  fluctuations  serve  less  and  less 
to  conceal  the  fundamental  trend  in  the  movement  of  prices,  and 
finally  disappear  altogether.  We  witness  an  irresistible,  uncon- 
trollable rise  of  prices  practically  unaffected  by  any  downward 
movement.  Nevertheless  we  cannot,  until  the  second  half  of  191T, 
point  to  any  catastrophic  dearth  of  foodstuffs,  save  in  a  few  in- 
stances. A  real  catastrophe  ajDpears  only  in  the  latter  half  of  that 
year.  If  the  prices  of  rye,  wheat,  oats,  and  barley,  during  the  first 
three  years  of  the  War,  rose  in  the  black-earth  belt  to  3.3,  3.3,  4.2, 
and  3.7  times,  respectively,  the  pre-war  prices,  to  jump  to  10.8, 
10.7,  12,  and  11.3  times  those  prices  during  the  latter  half  of  1917, 
we  are  undoubtedly  in  the  presence  of  a  catastrophe. 

In  the  second  place,  prices  showed  an  unquestionable  tendency  to 
advance  more  strongly  and  decline  less  considerably  in  the  consump- 
tion than  in  the  production  markets.  The  only  exception  to  tliis  rule 
we  observe  in  those  production  markets  which  depend  upon  outside 
raw  material.  In  these  markets  we  find,  in  the  majority  of  cases,  a 
more  noticeable  advance  in  prices  of  finished  products  than  in  the 
markets  of  areas  where  these  products  are  consumed.  But  even  if  the 
soundness  of  this  conclusion  were  doubted,  in  view  of  the  powerful 
influence  of  price  control  and  regulation  in  the  consumption  mar- 
kets, it  still  remains  certain  that  prices  of  finished  products  ad- 
vanced more  in  those  production  markets  which  imported  their  raw 
materials,  than  they  did  in  those  production  markets  which  had  at 
their  disposal  local  raw  materials.  It  is  equally  certain  that  prices  in 
the  latter  group  of  markets  did  not  keep  pace  with  the  advance  of 
prices  in  the  consumption  markets,  for,  if  we  find  this  phenomenon 
in  spite  of  a  price  regulation  that  distorted  (in  the  direction  of 
minimizing)  especially  the  prices  in  the  consuming  areas,  it  stands 
to  reason  that,  if  the  price  that  actually  prevailed  were  available, 
we  should  see  the  same  law  manifested  even  more  clearly. 

In  the  third  place,  let  us  note  a  few  details  of  price  movements. 
To  begin  with,  there  is  the  interesting  fact  that  during  the  first 
three  half-yearly  periods  of  the  War  the  prices  of  cereal  products 
rose  more  rapidly  than  those  of  other  foodstuffs. 

Another  striking  feature  is  that  during  the  War  a  phenomenon 
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that  used  to  characterize  the  Russian  grain  market  disappears — the 
relatively  low  price  of  grain  in  the  autumn  as  compared  with  the 
spring. 

Further,  we  have  to  note  the  upward  jump  of  prices  at  the  very 
beginning  of  1915  and  a  considerable  rise  in  cereal  prices  in  the  first 
half  of  1915.  It  is,  moreover,  worth  noting  the  fact  that  the  tend- 
ency of  grain  prices  to  fall  after  the  1915  harvest  quickly  came  to 
an  end.  Evidently  there  was  at  work  some  powerful  combination  of 
causes  that  kept  driving  prices  upward  in  spite  of  the  harvest. 
Lastly,  it  is  interesting  to  observe  a  certain  slackening  in  the  ad- 
vance of  grain  prices  in  the  first  half  of  1916  and  an  upward  jump 
in  August— September,  1916.  Also,  we  should  note  the  particularly 
strong  rise  in  the  prices  of  grits,  oats,  and  rye  products,  and  the 
fact  that  it  was  only  toward  the  close  of  the  second  year  of  the  War 
that  the  prices  of  wheat  and  barley  commenced  to  rise  at  anytliing 
like  the  rate  seen  in  the  prices  of  rye  and  oats. 

Lastly,  as  regards  the  non-cereal  group,  we  have  to  note  an  ac- 
celerated advance  toward  the  close  of  the  second  year  of  the  War, 
in  connection  with  the  precipitate  rise  of  butter  (after  the  autumn 
of  1915)  and  meat  (after  the  first  half  of  1916).  The  extraordinary 
rise  in  the  price  of  salt  and  in  the  very  moderate  increase  in  the 
price  of  sugar  are  also  points  of  great  interest. 

In  the  succeeding  pages  we  shall  endeavor  to  explain  all  these 
phenomena  in  greater  detail. 


CHAPTER  V 


PRODUCTION  OF  FOODSTUFFS 

Scarcity  of  Labor. 

We  must  now  indicate  in  the  most  general  terms  the  basic  factors 
that  influenced  the  production  of  foodstuffs.  Further  details  the 
reader  wiU  find  in  the  volume  on  agriculture/  Among  these  factors, 
the  greatest  weight  must  naturally  be  attached  to  the  labor  short- 
age caused  by  the  War.  The  contingent  of  men  called  to  serve  in 
the  arm}^  is  shown  in  Table  27." 

TABLE  27 

NUMBER  AND  PERCENTAGE  OF  MOBILIZED  MEN 

1914  1915  1916  1917 

(middle  of 
the  year) 

Number  of  men  serv- 
ing with  the  colors  6,485,000     11,195,000     11,195,000  15,070,000 

Percentage  of  male 
population  of 

working  age  14.9  25.2  35.7  36.7 

It  will  be  seen  that  the  percentage  of  the  male  working  population 
called  to  the  colors  was  considerable,  although  we  must  bear  in  mind 
a  few  facts  that  will  weaken  the  im2)ression  created  by  these  large 
figures.  In  the  first  place  we  must  remember  that  Russia  unques- 
tionably had  a  surplus  of  labor.  Part  of  this  surplus  used  to  emi- 
grate permanently  or  seek  seasonal  employment  abroad.  Others 
sought  new  homes  in  Siberia,  and  stiU  others,  remaining  at  home, 
had  to  accept  the  poorest  kind  of  employment  to  escape  absolute 

^  See  A.  N.  Antsiferov,  A.  D.  BiHmovieh,  M.  O.  Botchev,  and  D.  N. 
Ivantsov,  Rural  Economy  in  Russia  during  the  War  (Yale  University 
Press,  1930),  in  this  series  of  the  "Social  and  Economic  History  of  the 
World  War." 

-  These  figures  are  borrowed  from  Prokopovich  quoted  in  Kondratev, 
op.  cit.,  pp.  41,  72.  For  a  different  computation  of  the  number  of  mobilized 
men  see  General  N.  N.  Golovine,  The  Russian  Arrmj  in  the  World  War,  and 
S.  S.  Kolin,  Vital  Statistics  of  Russia  during  the  War,  in  this  series  of  the 
"Social  and  Economic  History  of  the  World  War." 
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idleness.  But  we  must  not  overestimate  the  importance  of  emigra- 
tion, the  more  so  as  the  bulk  of  it  was  provided  by  Poles,  Letts, 
Lithuanians,  and  Jews,  that  is,  inhabitants  of  territories  which  were 
mostly  occupied  by  the  enemy  in  the  summer  of  1915.  Nor  should 
we  exaggerate  the  number  of  persons  going  abroad  every  year  in 
search  of  seasonal  work  (about  300,000  to  Germany,  for  instance), 
nor  the  number  of  Siberian  settlers,  of  whom  there  were  about 
200,000  in  1913.  The  War,  in  any  case,  put  a  stop  to  emigration, 
colonization,  and  temporary  labor  in  foreign  countries,  and  thus 
left  in  Russia  600,000  or  700,000  more  workers  than  usual.  As  to 
the  "invisible"  surplus  of  labor,  we  are  unable  to  arrive  at  reliable 
figures.  But  we  may  take  it  to  have  been  probably  about  three  to 
four  millions.  The  mobilization  of  an  equivalent  number  of  men 
could  not,  therefore,  affect  the  labor  market  seriously,  at  least  in 
point  of  quantity,  if  not  quahty. 

In  the  second  place  we  have  to  consider  the  influx  of  refugees 
from  the  occupied  or  threatened  territories.  At  the  beginning  of 
1916  their  total  was  in  excess  of  three  millions,  according  to  the  data 
prepared  by  the  Union  of  Towns.  An  inquiry  of  the  Special  Council 
on  Food  Supply  brought  replies  from  779  cities  showing  an  in- 
crease in  their  population  due  to  the  War  of  about  1.5  million  in 
October,  1915.  We  believe,  therefore,  that  for  the  whole  of  the  em- 
pire the  number  of  war  refugees  must  have  been  far  in  excess  of 
3  millions.^ 

In  the  third  place,  the  shrinkage  in  the  supply  of  labor  was  to 
some  extent  made  good  b}^  the  utilization  of  prisoners  of  war.  At 
the  beginning  of  1916,  about  700,000  prisoners  were  at  work  in 
Russia,  and  it  was  intended  to  increase  this  number  to  870,000. 
Toward  the  close  of  that  year,  it  is  safe  to  conclude,  there  were  a 
million  prisoners  at  work. 

If  we  reckon  the  number  of  refugees  capable  of  work  (a  large 
proportion  of  the  refugees  were  women  and  children),  the  prisoners 
of  war,  the  hands  retained  in  the  country  on  account  of  the  closed 
frontiers,  which  prevented  their  seasonal  employment  abroad,  the 
influx  of  Chinese  labor,  and,  finally,  the  "invisible"  surplus  of 
workers  throughout  the  country,  the  most  optimistic  estimate  would 

'  See  on  this  question  Ohzor  Deyatelnosti  Osobago  Soveshchanya  po 
Prodovohtvennomu  Delu  (Report  of  the  Special  Council  on  Food  Supply), 
Petrograd,  1916,  Appendix,  p.  82;  also  Prokopovich,  op.  cit.,  p.  111. 
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fail  to  yield  a  figure  equal  to  that  called  to  the  colors  in  1914).  It  is 
evident,  therefore,  that  the  mobilizations  of  1915-1917  must  have 
depleted  the  supply  of  labor  available  for  carrying  on  the  economic 
activities  of  the  nation. 

Such  a  conclusion  seems  the  more  reasonable  when  we  observe  that 
people  were  drafted  not  only  for  active  service  at  the  front,  but  like- 
wise to  dig  trenches,  build  roads,  convey  stores,  and  for  other  such 
services  in  connection  with  the  War.  These  burdens  rested  heaviest 
upon  the  population  of  the  provinces  near  the  war  zone  (Volhynia, 
Podolia,  Bessarabia,  etc.),  even  though  similar  duties  were  often  im- 
posed upon  the  people  far  in  the  interior.  As  for  transport  services 
(supply  of  horses,  vehicles,  and  drivers),  the  call  for  these  finally 
extended  to  the  inhabitants  in  every  section  of  the  country  where 
army  supplies  were  being  collected  and  stored. 

Consequently,  the  withdrawal  of  workers  from  productive  tasks 
in  the  course  of  the  War  was  so  extensive  as  to  absorb  apparently 
the  entire  surplus  of  labor,  besides  affecting  in  a  very  serious  man- 
ner that  supply  which  was  indispensable  if  productive  work  was  to 
go  on.  There  was  only  one  solution  of  this  problem,  and  tliis  was  the 
utilization  of  the  labor  of  women,  youths,  and  the  aged. 

Let  us  inquire  where,  and  from  what  moment,  the  labor  scarcity 
in  agriculture  was  felt  and  who  suffered  most  from  it.  We  must  note 
in  the  first  place  that  the  situation  was  not  the  same  throughout 
Russia  even  before  the  War  in  respect  of  scarcity  or  excess  of  labor. 
Conditions  used  to  vary  in  different  parts  of  the  country.  The 
south,  southeast,  Ciscaucasia,  the  steppe  region,  and  the  Ural 
region  alwa3fs  required  additional  labor  from  other  sections  of  the 
country.  On  the  other  hand,  the  Central  Agricultural  and  many 
Ukrainian  provinces  always  had  a  surplus,  and  streams  of  farm  la- 
borers would  pour  out  of  these  latter  provinces  every  year  to  work 
elsewhere.  In  the  regions  outside  the  black-earth  belt,  in  the  indus- 
trial provinces,  the  men  sought  work  in  the  factories  and  other  in- 
dustrial undertakings,  leaving  their  farms  to  be  attended  to  by  the 
women,  the  3'oung,  and  the  aged.  In  those  provinces  outside  the 
black-earth  belt  which  had  not  yet  lost  their  agricultural  character 
the  part  played  by  male  farm  labor  was  naturally  a  little  larger. 

It  is  evident  that  the  withdrawal  of  labor  to  the  army  was  bound 
to  affect  most  seriously  those  sections  which  depended  so  much  upon 
outside  labor — Ciscaucasia,  the  southeast,  etc.  With  the  departure 
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of  the  workers  to  the  army,  the  i-ural  districts  naturally  ceased  to 
send  their  remaining  workers  to  other  parts  of  the  country,  so  as  to 
have  their  services  available  at  home.  The  inevitable  result  was  that 
certain  regions  which  had  depended  upon  outside  labor  were  sud- 
denly confronted  with  an  exceedingly  difficult  situation. 

The  calling  up  of  the  reservists  affected  very  seriously  that  class 
of  farming  establishments  which  was  known  in  Russia  as  "privately 
owned,"''  but  left  the  peasant  farms,  comparatively,  only  slightly 
affected.  For  their  own  needs  the  peasants,  upon  the  whole,  still  had 
sufficient  labor  available,  even  though  not  always  at  the  height  of 
the  working  season.  The  quality  of  the  labor  was  also  bound  to  de- 
teriorate greatly,  since  women  and  old  people  were  naturally  less 
efficient  than  men  in  the  prime  of  life.  There  was,  moreover,  deterio- 
ration in  the  cultivation  of  the  soil ;  the  crops  could  not  be  gathered 
promptly,  and  were  in  many  instances  left  to  rot  in  the  fields; 
threshing  was  also  delayed.  We  believe  that  threshing  delays,  often 
ascribed  solely  to  the  refusal  of  the  peasants  to  sell  their  grain,  were 
frequently  attributable  simply  to  the  labor  shortage.  We  may  thus 
assert  that  the  mobilization  of  labor  for  army  service  had  a  most 
detrimental  effect  upon  "privately  owned"  farms,  particularly  in 
regions  that  had  always  employed  outside  hired  labor.  The  peasant 
farms  suffered  relatively  little,  and  this,  too,  only  at  a  much  later 
period. 

Regarding  the  moment  when  the  scarcity  of  farm  labor  became 
critical,  we  may  say  that  no  real  shortage  had  apparently  been  felt 
in  1914.  As  a  matter  of  fact,  fewer  provinces  complained  in  that 
year  of  a  scarcity  of  harvest  hands  than  in  1913.  All  that  the  mobi- 
lization did  was  merely  to  cause  temporary  difficulties  and  some 
slight  delays  in  harvesting.  One  particular  factor  tending  to  miti- 
gate the  effects  of  the  first  mobilizations  in  1914  was  the  generally 
poor  harvest,  and  in  some  of  the  provinces  there  was  the  additional 
compensation  of  the  I'eturn  of  peasants  who  had  lost  employment  in 
the  cities,  owing  to  the  closing  down  of  factories,  the  curtailment 

*  As  distinct  from  peasant  farms.  This  distinction  had  in  pre-revolu- 
tionary  Russia  not  only  an  economic  but  also  a  very  complex  juridical  mean- 
ing. The  status  of  the  peasant  was  a  peculiar  one.  Peasant  land  tenure  was 
regulated  by  special  laws,  though  the  peasants  could  also  hold  land  under 
the  laws  governing  general  land  tenure.  However  from  the  economic  point 
of  view  the  terms  "peasant"  and  "peasant  farm,"  as  used  in  Russian  official 
sources,  roughly  correspond  to  those  terms  employed  in  western  Europe. 
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of  building  operations,  and  other  causes.  It  was  only  in  those  re- 
gions which  were  near  the  war  zone,  or  such  as  happened  to  be  par- 
ticularly hard  hit  by  the  mobilization  (for  instance,  the  Cossack 
territories),  that  an  acute  shortage  of  labor  made  itself  felt  in  1914. 

In  1915  the  situation  was  somewhat  different.  A  scarcity  of  labor 
became  apparent  precisely  in  those  territories  which  depended  upon 
outside  labor,  but  it  affected  chiefly  the  larger  establishments  (in 
the  provinces  of  Novorossisk,  Samara,  Saratov,  Ufa,  Orenburg,  and 
Astrakhan,  in  Ciscaucasia,  and  a  few  other  regions). 

The  year  1916  was  a  critical  one,  but  the  situation  was  by  no 
means  desperate. 

The  following  table,  prepared  b}'  M.  Oganovsky,  gives  a  fair  idea 
of  the  increasing  scarcity  of  labor  during  the  period  1914-1916: 

SHORTAGES  OF  LABOR  IN  1914-1916 


Provinces  having  during 

the  harvest: 

1914  1916 

(percentage) 

No  labor  shortage 

24 

Slight 

14 

jNIedium 

18  52 

Acute 

17  45 

No  information 

27  3 

Total 

100  100 

We  must  also  take  into  consideration  the  fact  that  female  labor, 
employed  in  1915  in  40  per  cent  of  all  the  provinces,  was  already 
employed  in  1916  in  70  per  cent  of  them. 

For  1917  we  lack  reliable  figures,  but  so  far  as  we  may  rely  upon 
our  own  memory  as  regards  the  data  that  we  had  at  our  disposal  at 
the  Ministi'y  of  Food  Supply,  there  was  no  serious  aggravation  dur- 
ing the  first  half  of  that  year,  while  in  the  summer  and  autumn  the 
farm  labor  problem  even  lost  some  of  its  acuteness,  thanks  to  the 
extensive  furloughs  granted  to  soldiers  and  also  to  numerous  de- 
sertions. 

Far  more  serious  was  the  effect  of  the  labor  shortage  upon  the 
industries  engaged  in  the  manufacture  of  food  products.  The  prob- 
lems facing  the  sugar  and  flour  industries,  in  particular,  were  ex- 
tremely serious.  The  flour  manufacturers  regarded  the  mobiliza- 
tion of  workers  as  one  of  the  fundamental  causes  of  the  disorganiza- 
tion in  their  industry,  as  appears  from  the  following  statement: 
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With  the  calling  up  of  reservists  from  among  the  skilled  workers 
and  employees,  which  aifected  the  technique  of  production,  and  with  the 
loss  of  skilled  workers  such  as  grits  millers,  engineers,  and  others,  most 
mills  found  themselves  in  a  difficult  position,  and  some  were  even  com- 
pelled to  shut  down  temporarily.  The  replacement  of  the  mobilized 
skilled  workers  was  a  matter  of  great  difficulty  and  could  not  always 
be  accomplished.  .  .  .  Moreover,  the  scarcity  of  labor  caused  a  heavy 
rise  in  wages,  frequently  up  to  50  per  cent.  .  .  .  The  result  of  substi- 
tuting inexperienced  workmen  was  a  reduction  in  output  and  a  de- 
cline in  quality,  on  the  one  hand,  and  damage  to  machinery  and  in- 
crease of  accidents,  on  the  other.  On  the  whole,  the  engagement  of 
new  skilled  workers  and  employees  was  attended  with  extreme  diffi- 
culties. 

Some  undertakings,  at  the  best,  "substituted  female  for  male  la- 
bor," proceeded  to  train  "boys,  whose  efficiency  was,  of  course,  com- 
paratively low,"  and  found  themselves  "compelled  to  work  only  one 
shift";  while,  at  the  worst,  they  were  forced  to  shut  down  their  es- 
tablishments temporarily. °  As  time  went  on  and  new  classes  were 
called  to  the  colors,  matters  grew  worse,  and  in  1916,  at  the  request 
of  the  Central  Flour  Bureau,  certain  categories  of  skilled  mill-hands 
were  allowed  exemptions  from  mobilization  for  stated  periods. 

If  we  now  turn  to  the  situation  in  the  sugar  industry,  we  find  that 
the  labor  problem  here  assumed  primary  importance. 

In  1915-1916  the  labor  problem  gave  rise  to  grave  apprehensions. 
There  was  a  shortage  of  labor  not  only  in  the  planting,  cultivation, 
transport,  and  storage  of  the  sugar-beets,  .  .  .  but  also  in  the  ex- 
tracting and  refining  operations  at  the  refineries.  There  was  a  dearth 
of  general  laborers,  as  well  as  of  skilled  mechanics,  engineers,  ma- 
chinists, and  others.  .  .  .  With  the  approach  of  the  refining  season 
of  1916-1917  the  labor  problem  became  extremely  acute.  Owing  to  the 
shortage  of  labor  and  of  transport  facilities,  the  harvesting  and  delivery 
of  beets  to  the  factories  suffered  considerable  delays,  in  spite  of  the 
abnormally  raised  wages.  Thus,  according  to  the  data  furnished  by  the 
Department  of  Special  Revenues,  265,452,430  puds  of  beets  had  been 
delivered  at  the  factories  on  October  21,  1916,  out  of  an  expected  total 
of  308,702,150  puds,  as  against  462,679,950  puds  delivered  and 

^  See  Nuzhdt  Muhoviolnoi  Proviishlennosti  (The  Needs  of  the  Flour 
Mills),  published  by  the  Permanent  Council  of  the  Flour  Millers'  Congress, 
Petrograd,  1915,  p.  17. 
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225,420,160  puds  still  outstanding  on  the  same  date  in  1915.  In  1914 
the  corresponding  figures  were  569,013,270  and  205,877,250  puds." 

The  scarcity  of  labor  in  this  industry  appears  clearly  from  the  fact 
that  for  the  sunnner  and  autumn  months  of  1916  permission  was 
granted  for  the  employment  of  more  than  62,000  prisoners  of  war 
in  the  sugar  factories.  Actually,  however,  not  more  than  23,449 
prisoners  were  allotted  toward  the  beginning  of  December,  1916. 

Deterioration  of  Means  of  Production.  Loss  of  Live  Stock. 

Although  scarcity  of  labor  was  the  primary  cause  of  the  disor- 
ganization of  production,  it  was  by  no  means  the  sole  cause. 
There  was  also  deterioration  of  the  means  of  production  and  the 
so-called  disorganization  of  transport.  The  former  was  due  partly 
to  the  very  fact  of  the  mobilization  of  an  innnense  army,  partly  to 
the  presence  of  such  an  arm}^,  and  partly  to  war-time  conditions 
generally.  Thus,  the  calling  up  of  men  entailed  the  requisition  of 
horses  and  oxen  for  transport,  resulting  in  a  depletion  of  the  live 
stock  needed  for  agricultural  production.  The  necessity  of  keeping 
the  army  provided  with  munitions  and  equipment  taxed  all  the  re- 
sources of  the  industries  engaged  in  supply  work  of  this  kind,  with 
the  result  that  the  needs  of  agriculture  in  machinery,  implements, 
metals,  sacks,  and  other  vital  requirements  had  largel}'  to  be  ig- 
nored. In  short,  the  army  interfered  seriously  with  both  the  replace- 
ment and  repair  of  plant,  not  to  mention  expansion  of  production. 
The  same  trouble  affected  flour  mills  and  sugar  refineries.  Lastly, 
the  peculiar  conditions  of  the  War,  bringing  in  their  train  an 
almost  complete  isolation  of  Russia  from  the  rest  of  the  world,  pre- 
vented the  importation  of  necessary  equipment  from  other  coun- 
tries. Even  if  this  isolation  had  been  less  complete,  it  would  still  have 
been  a  question  whether  Russia  could  afford  to  indulge  in  the  luxury 
of  such  imports  in  the  face  of  dwindling  exports,  financial  strin- 
gency, and  the  difficulties  experienced  by  the  Allies. 

All  these  points  will  be  discussed  at  length  as  we  come  to  consider 
the  effect  of  the  scarcity  of  industrial  products  upon  the  market  in 
foodstuffs.  For  the  present,  let  us  look  only  into  the  question  of 
live  stock  depletion. 

*  See  A.  Isenberg,  SahJiarnaya  Promishlennost  i  Torgovlya  (Sugar  In- 
dustry and  Sugar  Trade)  in  Narodnoe  Khosyaistvo  v  1916  Godu,  V-VI, 
Petrograd,  1921,  p.  57. 
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It  is  difficult  to  obtain  complete  data  regarding  the  horses  taken 
by  the  army,  since  none  are  available  as  regards  those  bought  in  the 
open  market.  Approximately,  the  number  of  horses  taken  from  the 
civilian  population  was  as  follows:  in  1914-1915,  1,310,300;  in 
1915-1916,  568,600;  in  1916-1917,  220,400;  total,  2,099,300. 
Adding  the  presumable  purchases  in  the  open  market,  this  number 
will  in  all  probability  reach  2.5  or  3  millions.  Theoretical  calculation 
confirms  this,  since  each  million  of  mobilized  troops  requires  ap- 
proximately 200,000  horses.  On  the  other  hand,  if  we  judge  from 
the  additional  orders  for  grain  fodder  given  by  the  Army  Supply 
Department  to  the  Ministry  of  Agriculture  during  1916-1917 
(about  190  million  puds),  together  with  the  fodder  acquired  by  the 
army  directly  in  the  war  zone  and  the  90  million  puds  still  available 
from  previous  supplies,  we  are  forced  to  the  conclusion  that  the 
army  had  about  3  million  horses  during  the  War.  Besides  these,  we 
should  also  take  into  account  the  horses  and  oxen  diverted  from 
their  regular  work  to  carry  army  supplies,  etc. 

The  ascertainment  of  the  effects  of  the  War  upon  the  live  stock 
would  be  easy  enough  if  we  were  able  to  trace  the  changes  in  the 
numerical  composition  of  the  stock  throughout  the  country.  Unfor- 
tunately we  are  confronted  here  by  a  serious  obstacle,  for  the  pre- 
war statistics  of  the  live  stock  of  Russia  are  very  inaccurate.  Ac- 
cordingly, when  the  Special  Council  on  Food  Supply  took  a  national 
agricultural  census  in  1916,  the  result  provided  a  very  pleasant 
surprise:  the  census  brought  out  the  fact  that  there  were  in  all  the 
empire  at  that  moment  more  cattle,  horses  included,  than  before 
the  War.  The  increase  in  smaller  cattle  and  swine  appeared  almost 
incredible.  In  the  forty-seven  provinces  of  European  Russia  for 
which  the  figures  are  available  for  the  entire  period,  the  number  of 
horses  underwent  the  following  changes: 

TABLE  28^ 

CHANGES  IN  THE  NUMBER  OF  HORSES 

Four  years  old  Below  four 


Years  and  above  years  Total 

1913  16,582,931  4,308,405  20,891,336 

1914  17,175,296  4,469,518  21,644,814 

1915  15,958,694  4,253,997  20,212,691 

1916  16,697,336  6,310,203  23,007,539 


^  See  Narodnoe  Khozyaistvo  v  1916  Godii,  issue  VII,  Petrograd,  1922, 
p.  61. 


PRODUCTION  OF  FOODSTUFFS 


305 


For  1914  and  1915  figures  can  be  obtained  for  seventy-two  prov- 
inces: in  1914  there  were  33,874,905  horses  (25,535,704  above  four 
years  old),  and  in  1915  there  were  31,988,402  (23,867,854  above 
four  years  old).  In  the  collection  of  data  edited  by  M.  Oganovsky 
we  find  the  following  figures  for  fifty-seven  provinces : 


TABLE  29» 

CHANGES  IN  THE  NUMBER  OF  HORSES 


Regions  and 

Working 

Colts  and 

years 

horses 

fillies 

Foals 

Total 

European  Russia 

1912 

15,450,400 

1,976,300 

1,083,100 

18,509,800 

1916 

16,134,400 

2,148,600 

2,009,000 

20,292,000 

1917 

16,133,400 

1,806,100 

2,014,300 

19,953,800 

Asiatic  Russia 

1912 

6,306,800 

1,120,000 

712,300 

8,139,100 

1916 

7,755,300 

1,587,700 

1,386,600 

10,729,600 

1917 

6,592,000 

1,094,700 

1,212,600 

8,899,300 

Total 

1912 

21,757,200 

3,096,300 

1,795,400 

26,648,900 

1916 

23,889,700 

3,736,300 

3,395,600 

31,021,800 

1917 

22,725,400 

2,900,800 

3,226,900 

28,853,100 

It  is  difficult  to  draw  any  serious  conclusions  from  statistics  such 
as  these.  Only  one  thing  is  certain,  namely,  that  the  increase  in  the 
stock  of  horses,  which  appeared  so  unexpectedly  in  1916,  had  ac- 
tually been  taking  place  before  the  War,  but  had  failed  to  attract 
attention.  It  is  also  certain  that  this  increase  must  have  been  far 
larger  than  the  figures  show,  for  during  the  years  of  the  War  the 
stock  of  horses  must  unquestionably  have  been  reduced. 

Leaving  aside  the  question  of  how  far  the  absolute  figures  of  the 
official  statisticians  previous  to  the  census  of  1916  may  have  been 
reliable,  we  think  that  these  figures,  maintaining  the  same  degree  of 
error  year  after  year,  would  show  at  least  the  general  tendency  of 
the  numerical  change  in  the  stock  of  horses.  For  this  reason  we  find 
the  figures  that  refer  to  the  years  1914  and  1915  of  greatest  value, 
especially  as  they  cover  seventy-two  provinces  of  the  Empire. 
They  show  that  in  1915  the  total  number  of  horses  was  reduced  by 
1,886,503.  We  should  add  here,  however,  that  the  whole  loss  accrues 

*  See  Selskoe  Khozyaistvo  Rossii  v  XX  Veke  (Russian  Agriculture  in  the 
XX-th  Century),  edited  by  Professor  Oganovsky,  Moscow,  1923,  p.  218. 
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in  fifty-four  provinces  of  European  Russia  only.  We  regret  that  it 
is  impossible  to  compare  the  data  of  the  agricultural  census  of  1916 
with  those  of  the  preceding  years.  They  are  important  to  us  as 
showing  that,  after  all,  the  live  stock  situation  was  not  as  grave  as 
might  have  been  expected.  But  the  1916  data  may  be  compared  with 
those  of  1917,  and  our  table  shows  that  there  were  2,168,700  fewer 
horses  in  the  latter  year.  However,  we  must  bear  in  mind  the  im- 
portant fact  that  the  census  of  1917  was  taken  at  a  time  of  revolu- 
tionary upheaval,  which  may  detract  from  its  accuracy. 

It  should  be  stated,  further,  that  a  series  of  careful  comparisons 
would  seem  to  warrant  the  conclusion  that  the  average  age  of  the 
stock  was  reduced  in  the  course  of  the  War,  and  that  the  stock  of 
horses  on  the  large  estates  increased  between  1912  (horse  census) 
and  1916  at  a  slower  rate  than  did  the  horses  owned  by  the  peas- 
antry. It  appears  even  that  the  number  of  working  horses  (above 
four  years  of  age)  on  the  large  estates  fell  below  that  of  1912.  But 
at  bottom  all  this  simply  means  that  the  quantitative  loss  of  horses 
during  the  War  fell  more  heavily  upon  large  estates  than  upon  the 
peasantry.  But  this,  of  course,  should  not  be  taken  to  mean  that  the 
loss  of  horses  was  felt  less  keenly  by  the  peasants  than  by  the  large 
estates. 

Inadequacy  of  Transport  Facilities. 

The  effect  of  the  so-called  disorganization  of  transport  upon  the 
market  in  foodstuffs  will  be  discussed  later.  Here  we  shall  confine 
ourselves,  incidentally,  to  a  brief  review  of  its  consequences.  During 
the  War  there  was  a  disorganization  of  every  kind  of  transport 
(rail,  water,  and  horse),  but  only  the  railway  difficulties  were  of 
first-rate  importance.  Agriculture  suffered  less  from  it  than  did  the 
manufacturing  and  other  industries,  even  though  agriculture  could 
not  escape  a  certain  amount  of  trouble  caused  by  delays  in  the  con- 
veyance of  seeds,  binder-twine,  and  other  necessaries. 

The  industries  in  which  the  transport  difficulties  became  a  real 
calamity  were  those  producing  flour  and  sugar.  Delays  in  the 
trans2:)ort  of  grain,  beets,  and  fuel  were  bound  to  upset  the  normal 
working  of  flour  mills  and  sugar  factories.  Still,  the  failure  to  effect 
the  timely  delivery  of  raw  materials  to  these  was  only  half  the 
trouble :  the  other  half  lay  in  the  fact  that  it  was  impossible  to  dis- 
patch the  finished  products  of  mills  and  refineries  to  the  market.  We 
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observe  in  consequence,  throughout  the  period  of  the  War,  a  con- 
dition of  cliaos  in  these  two  industries. 

With  these  observations  we  shall  conclude  our  review  of  the  fun- 
damental factors  affecting  the  volume  of  production  during  the 
War.  Naturally,  we  have  not  mentioned  all  the  factors  that  tended 
to  hamper  normal  production,  for  this  does  not  fall  within  the  scope 
of  the  present  work.  In  the  concluding  part  of  this  volume  some- 
thing will  be  said  about  certain  measures  taken  by  the  authorities 
which  inevitably  led  to  disorganization  in  production  (embargoes, 
unsuccessful  price  control,  etc.).  Here  we  are  indicating  only  the 
principal  natural  causes,  more  or  less  beyond  human  control.  Per- 
haps we  ought  to  add  that  the  factors  referred  to  above  may  not 
have  produced  any  positive  result  in  those  branches  of  production 
which  depend  on  atmospheric  and  other  conditions  not  easy  to 
measure.  Thus,  for  instance,  it  is  possible  that  a  reduced  supply  of 
labor  in  agriculture  results  merely  in  a  relative  curtailment  of  out- 
put; in  other  words,  the  absolute  volume  of  production  may  some- 
times even  increase  under  such  conditions  (thanks  to  favorable 
weather,  etc.),  although  not  to  the  same  extent  as  it  might  have  in- 
creased had  there  been  a  plentiful  supply  of  labor.  Thus,  the  crop 
of  1915  was  larger  than  that  of  1914  in  spite  of  the  fact  that  the 
planted  area  was  smaller ;  yet  a  portion  of  this  crop  may  have  been 
lost  on  account  of  delay  in  harvesting. 

Gross  Cereal  Harvests  dtiring  the  War. 

Referring  the  reader  to  the  special  volume  dealing  with  the  state 
of  agriculture  during  the  War,  we  shall  here  confine  ourselves  to  a 
brief  review  of  the  figures  showing  tlie  gross  cereal  harvests  during 
this  period.  Taking  into  consideration  the  principal  cereals  onl}'. 
Table  30  shows  the  movement  of  the  harvests  in  fifty-seven  prov- 
inces of  European  and  Asiatic  Russia.  This  table  covers  only  those 
provinces  for  which  data  could  be  obtained  for  the  entire  period  of 
the  War,  so  that  the  effects  of  enemy  occupation  of  territory  and  of 
accidental  gaps  in  the  statistics  for  one  year  or  another  upon  the 
fluctuations  of  gross  harvests  are  eliminated.  The  following  are  also 
excluded:  the  Polish  provinces,  Turkestan,  Trans-Caucasia,  the 
provinces  of  Kovno,  Courland,  Vilna,  Grodno,  Volhynia,  Podolia, 
Yakutsk,  and  Kamchatka,  Sakhalin,  and  the  Kuban  territory.  In 
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reality,  it  is  only  the  absence  of  the  Kuban  territory  and  of  the 
provinces  of  Podolia  and  Volhynia  that  makes  any  serious  differ- 
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ence.  In  any  case,  however,  our  table  accounts  for  all  important 
agricultural  sections  of  Russia.  It  brings  out  some  interesting  facts. 

In  the  territories  under  investigation,  there  was  gathered  during 
the  three  years  of  the  War  (1917  is  omitted  for  the  reason  stated 
previously)  an  average  yearly  harvest  of  the  principal  grains  nearly 
equal  to  peace-time  harvests.  The  year  1915,  in  particular,  was  an 
excellent  one,  yielding  10.2  per  cent  more  than  the  pre-war  average. 
In  1914,  liowever,  the  harvest  was  somewhat  smaller  than  usual.  A 
serious  reduction  is  to  be  observed  only  in  1916,  when  it  amounted 
to  8.7  per  cent. 

When  we  study  each  kind  of  grain  separately,  we  obtain  a  motley 
picture.  Rye  gives  the  best  results.  The  harvests  of  this  grain 
throughout  the  three  years  never  sank  below  the  usual  average,  and 
that  of  1915  was  especially  good,  being  23.2  per  cent  above  average. 
It  is  only  in  1917  that  we  find  a  sharp  drop,  but  then,  again,  we  must 
remember  that  the  figures  for  tliis  season  are  extremely  uncertain. 
Wheat,  after  being  quite  satisfactoi'y,  or  even  good,  during  the  first 
two  3'ears  of  the  War,  drops  a  great  deal  in  1916,  but  recovers  in  the 
following  3'ear.  Oats  stood  all  the  time  below  the  average,  particu- 
larly in  1914.  The  same  may  be  said  of  barley,  which  shows  excep- 
tionally poor  yields  in  1914  and  1916.  Lastly,  among  the  grits 
grains,  we  note  that  buckwheat  stood  better  than  millet.  Deficient  in 
1914,  buckwheat  rose  above  the  average  in  the  following  two  years, 
especially  in  1916.  Millet  fell  far  below  the  average  in  1914  and 
1916. 

On  the  whole  we  may  say  that  there  is  nothing  very  alarming  re- 
vealed by  these  figures.  If  we  remember  that  the  organization  en- 
gaged in  collecting  the  harvest  figures  regarded  the  1916  figures  as 
manifestly  too  low,  we  shall  feel  convinced  that  the  Russian  Empire 
unquestionably  had  an  adequate  supply  of  cereals  throughout  the 
period  of  the  War. 

In  an  attempt  to  find  some  confirmation  of  this  view,  we  have  com- 
pared, for  forty-two  provinces  where  this  was  found  feasible,  the 
statistics  of  the  Special  Council  relating  to  the  harvest  of  1916 
(these  are  the  figures  used  in  the  preceding  table)  with  those  of  the 
Central  Statistical  Committee  for  the  same  year."  The  result  of  the 
comparison  is  as  follows:  for  the  breadstuff s  (rye  and  wheat),  the 
Central  Statistical  Committee  recorded  the  harvest  at  212  million 

®  See  Selskoe  Khozyaistvo  Rossii  v  XX  Veke,  pp.  159-178. 
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puds  more  than  did  the  Special  Council;  for  the  fodder  grains  (oats 
(oats  and  barley)  at  118  million  puds  more;  for  the  mixed  cereals 
(buckwheat  and  millet)  at  31  million  puds  more.  For  all  six  kinds 
of  grains,  therefore,  the  Central  Statistical  Committee  recorded  a 
harvest  of  361  million  puds,  or  about  12  per  cent  in  excess  of  the 
figure  recorded  by  the  Special  Council. 

We  now  have  to  study  the  grain  harvests  of  the  empire  for  as 
much  of  the  territory  as  was  included  in  it  each  year,  that  is,  al- 
lowing for  enemy  occupations.  Such  a  study  was  made  by  M.  Kon- 
dratev  and  has  been  embodied  in  Table  31.  We  deem  it  necessary, 
however,  to  make  some  important  corrections  in  this  Table.  While 
his  figures  for  1914!  and  1915  do  not  strike  us  as  open  to  objection, 
those  for  1916  are  clearly  too  low;  at  least,  in  the  case  of  rye,  wheat, 
oats,  barley,  millet,  and  buckwheat.  He  reckons  the  total  harvest  of 
these  cereals  at  3,794,567,900  puds  when  even  the  most  cautious 
computation  makes  it  not  less  than  4,000  million  puds. 

We  refrain  from  discussing  the  harvest  of  1917,  both  because  it 
is  of  no  particular  importance  to  us  here  and  because  no  data  are 
available  for  checking  the  accuracy  of  such  material  as  we  possess 
concerning  this  year. 

Little  importance  is  also  to  be  attached  to  the  harvest  of  such 
cereals  as  bearded  wheat,  peas,  and  maize,  as  they  occupy  a  minor 
position  in  the  Russian  foodstuffs  market.  In  regard  to  potatoes 
we  note  the  fact  that  the  enormous  decrease  in  the  1915  crop  is  to 
be  explained  in  a  considerable  degree  by  the  enemy  invasion  of  the 
Polish  and  other  potato-growing  provinces,  as  well  as  by  the  fact 
that  military  operations  in  one  way  or  another  prevented  a  full 
crop,  even  where  no  invasion  took  place.  The  importance  of  these 
regions  in  the  potato  harvest  of  the  empire  appears  clearly  from 
the  fact  that  out  of  a  total  area  of  4.2  million  deciatines  of  potatoes 
in  1909-1913,  the  share  of  the  Polish  and  northwestern  provinces 
(Kovno,  Vilna,  Grodno,  Vitebsk,  Mogilev,  and  Minsk)  was  nearly 
1.7  million  deciatines,  or  about  40  per  cent.^°  On  the  other  hand, 
the  prohibition  of  liquor  distillation  also  had  its  effect  upon  the 
area  planted  with  potatoes.  Hence  there  is  no  reason  to  be  sur- 

loSee  Veroyatni  Shor  Khlebov  v  19U  Godu  {The  Probable  Yield  of 
Crops  in  1914),  published  by  the  Central  Statistical  Committee,  Petrograd, 
1914,  pp.  10-13. 
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prised  that  the  yield  of  potatoes  was  nearly  30  per  cent  less  in 
1915  than  before  the  War.  In  any  case  the  decline  does  not  imply 
that  the  inhabitants  of  the  interior  provinces  were  less  well  supplied 
with  potatoes  in  1915  than  previously.  In  1916,  it  is  true,  the  situa- 
tion was  worse,  but  here  again  we  must  remember  that  our  estimates 
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of  the  cultivated  area  were  too  low.  All  that  we  can  be  sure  of  is  that 
the  potato  harvest  of  1916  fell  below  the  average. 

Condition  of  Milling  Industry. 

To  what  extent  were  the  facilities  for  milling  grain  reduced  dur- 
ing the  War.-*  We  have  already  quoted  information  furnished  by 
the  Congresses  of  Flour  Millers  illustrating  the  troubles  of  this  in- 
dustry during  the  summer  of  1915,  as  a  result  of  the  labor  shortage. 
But  there  was  also  another  factor  hampering  the  milhng  industry — 
the  disorganization  of  transport. 

The  main  difficulty  of  the  milHng  industry  at  the  present  time  (mid- 
dle of  1915)  is  the  lack  of  sufficient  rolling-stock  at  the  disposal  of 
the  flour-mills  and  the  consequent  impossibility  of  marketing  the 
finished  article,  a  shortage  of  fuel,  and  a  chronic  shortage  in  the  sup- 
ply of  grain. 

No  statistics  on  the  milling  industry  were  available  in  Russia.  For 
the  first  half  of  1916,  an  attempt  was  made  by  M.  Demosthenov,  in 
a  report  to  the  Special  Council  on  Food  Supply,  to  ascertain  the 
extent  to  which  the  production  of  flour  had  been  curtailed.  This  re- 
port was  based  upon  data  obtained  by  telegraphic  inquiries  sent  out 
to  the  nineteen  provinces  in  which  the  milling  industry  was  most 
developed  (March— April,  1916)  and  which  possessed  1,453  commer- 
cial mills  of  the  first  five  classes,  that  is,  those  buying  their  grain. 
The  investigation  extended  to  700,  or  47  per  cent,  of  these  mills. 
It  appeared  that  382  mills  were  operating  normally,  6  had 
increased  production,  206  had  reduced  it,  and  106  had  closed  down. 
In  other  words,  it  was  found  that  85  per  cent  of  all  the  mills  under 
investigation  were  at  work;  but  if  we  eliminate  those  mills  which 
were  working  exclusively  for  the  needs  of  the  army,  there  remain  81 
per  cent  working  for  the  population  at  large.  By  comparing  the 
output  of  these  mills  at  this  time  with  their  normal  output,  it  was 
possible  to  ascertain  approximately  the  reduction  in  the  output  of 
the  commercial  mills,  viz. :  28  per  cent ;  if  we  exclude  the  army  mills, 
the  reduction  was  33  per  cent.  The  worst  sufferers  were  the  prov- 
inces of  Kharkov,  Ekaterinoslav,  Kiev,  Poltava,  Taurida,  and 
Saratov. 

See  Nuzhdi  Muhomolrwi  Promishlennosti  (The  Needs  of  the  Flour 
Mills),  1915,  p.  14. 
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This  result,  however,  must  not  be  considered  very  accurate,  for 
millers  Avere  wont  to  exaggerate  deliberately  their  normal  output, 
so  as  to  lend  plausibility  to  their  increasing  demands  for  rolling- 
stock  to  convey  grain  and  fuel.  It  is  safe  to  say,  therefore,  that  the 
difference  between  the  normal  and  actual  output  was  hardly  greater 
than  20  per  cent  for  all  mills,  and  25  per  cent  for  all  save  those 
working  for  the  army. 

In  the  latter  pai't  of  1916  a  flour  census  was  taken  throughout 
the  empire,  and  it  might  have  supplied  exhaustive  data  regarding 
the  operations  of  the  mills  during  the  period  1913—1916,  had  it  not 
been  that  the  Bolshevik  Revolution  made  it  impossible  to  publish 
the  practically  completed  statistics.  Still,  we  have  at  our  disposal 
some  material  illustrating  the  condition  of  the  milling  industry  at 
the  close  of  1916,  thanks  to  the  fact  that  the  Central  Flour  Bureau 
was  at  that  time  publishing  the  monthly  reports  received  from  the 
commissioners  of  the  Special  Council  on  Food  Supply  (after  the 
month  of  October),  concerning  the  state  of  the  milling  industry  in 
the  provinces  under  their  jurisdiction  (forty-two  provinces  with  a 
total  of  2,460  mills  of  the  first  five  classes).  For  December,  reports 
were  received  from  twenty-seven  provinces  with  938  commercial 
mills,  or  59  per  cent  of  the  total  in  these  provinces,  showing  that 
their  actual  output  was  43  per  cent  of  their  normal  monthly  output 
for  wheat  and  22  per  cent  for  rye.  By  separate  territories,  the  ratio 
between  actual  and  normal  output  was:  Volga  region,  38  per  cent 
for  wheat  and  62  per  cent  for  rye ;  Ural  region,  63  and  42 ;  south- 
western region,  43  and  32 ;  Black  Sea  region,  46  per  cent  for  wheat. 

But  we  must  say  here,  again,  that  the  actual  state  of  affairs  was 
probably  somewhat  better  than  is  shown  by  these  figures,  the  more 
so  as  the  grain  supplies  at  the  mills  toward  the  close  of  December 
amounted  to  40  per  cent  of  their  normal  output,  although  we  have 
to  admit  that  these  stocks  were  not  evenly  distributed.  In  some  cases 
the  millers  deliberately  obstructed  operations  (to  combat  official 
price  regulation).  Thus,  in  the  province  of  Nizhni-Novgorod,  the 
mills  had  on  hand  on  December  1,  1916,  stores  of  wheat  aggregating 
919,000  puds;  the}'  received  in  the  course  of  the  same  month  addi- 
tional wheat  amounting  to  730,000  puds ;  but  the  total  flour  output 
for  that  month  was  only  80,000  puds,  and  this  when  they  were  ade- 
quately supplied  with  labor  and  fuel. 

The  fundamental  cause  of  the  reduced  output  of  the  milling  in- 
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dustry,  especially  in  the  latter  half  of  1916,  was  the  shortage  of 
gi-ain.  The  factor  second  in  importance  was  the  scarcity  of  fuel. 

The  producing  capacity  of  the  Russian  flour  mills  was  enormous, 
even  after  three  years  of  war  and  all  the  wear  and  tear  of  ma- 
chinery. Even  in  peace-time  the  Russian  flour  mills  never  worked 
to  their  full  capacity.  In  reply  to  inquiries  made  in  the  course  of 
the  War,  the  millers  would  often  report  to  the  authorities  the  maxi- 
mum capacity  of  their  plants  as  the  normal  output  which  those  in- 
quiries were  designed  to  ascertain.  The  result  was  an  exaggerated 
idea  of  the  seriousness  of  the  crisis  in  the  industry.  This  appears 
when  we  glance  at  the  figures  of  the  quantities  of  flour  transpoi'ted 
by  rail  during  the  War : 

CONVEYANCE  OF  FLOUR  BY  RAILi^ 

1913  1914  1915  1916 

(in  millions  of  'puds) 

Wheat  flour  206.9        217.2        218.8  225.3 

Rye  flour  77.3         77.4         88.2  93.2 

It  thus  appears  clearly  that  the  root  of  the  trouble  was  not  in  a 
smaller  production  of  flour,  but  in  the  inability  of  the  mills  to  work 
to  their  full  capacity,  so  as  to  satisfy  the  heavier  demand  for  flour. 
We  shall  revert  to  this  matter  later  on. 

Changes  in  Live  Stock. 

Data  concerning  numerical  changes  in  live  stock  during  the  War 
are,  unfortunately,  conflicting.  Previous  to  the  War  the  reports  on 
the  movement  of  live  stock  used  to  be  compiled  by  the  Veterinary 
Department.  In  1916  the  all-Russian  agricultural  census  was  taken, 
overthrowing  all  accepted  ideas  as  to  the  actual  supply  of  live  stock 
in  the  empire  by  reveahng  a  large  excess  over  the  previous  esti- 
mates. When  a  scarcity  in  the  meat  supply  began  to  be  felt,  in  1916, 
the  Special  Council,  reckoning  with  the  old  estimates,  arrived  at 
very  pessimistic  conclusions : 

At  this  rate  of  slaughter,  the  total  number  of  cattle,  estimated  in 
1913  at  40  million  for  European  Russia  and  the  Caucasus,  must  have 
dropped  by  October  1,  1915,  to  31  million  head,  and  after  that  the 

12  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  VII,  p.  288. 
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extensive  killing  of  cattle  for  meat  went  on  not  only  at  the  expense  of 
the  natural  increase,  amounting  to  7  million  head,  but  also  at  the  ex- 
pense of  the  adult  stock,  that  is,  the  fundamental  resources  of  the 
live  stock  industry. 

When  the  preliminary  returns  of  the  census  came  in,  however,  a 
comparison  of  these  data  with  the  corresponding  data  of  the  Veteri- 
nary Department  for  1914  (for  thirty-six  provinces  in  European 
Russia)  showed  the  following  state  of  affairs: 

For  all  kinds  of  animals,  even  horses,  of  which  a  large  number  went 
to  the  army,  the  census  gives  far  larger  figures  than  those  supplied  by 
the  Veterinary  Department  for  1914;,  up  to  the  outbreak  of  the  War. 
The  largest  excess  is  shown  for  goats  (82.3  per  cent),  sheep  (54). 2  per 
cent),  and  swine  (44;. 2  per  cent)  ;  then  follow  horned  cattle  (30  per 
cent)  and  horses  (10.5  per  cent).  .  .  .  This,  no  doubt,  does  not  sig- 
nify that  there  was  a  numerical  increase  in  live  stock  in  the  course  of 
the  War  .  .  .  but  it  shows  that  the  notion  of  an  absolute  inadequacy 
of  cattle  in  Russia  to  provide  for  the  needs  of  the  army  and  the  civil- 
ian population  was  based  upon  far  too  low  estimates,  and  was  there- 
fore in  need  of  revision.^* 

If  we  consider  only  those  European  provinces  of  Russia  for  which 
data  are  available  throughout  the  war  period,  we  observe  the  fol- 
lowing situation  in  the  numerical  movement  of  live  stock. 

TABLE  32^5 

NUMBER  OF  CATTLE  IN  FORTY-SEVEN  PROVINCES 
OF  EUROPEAN  RUSSIA 

(Exclusive  of  Ciscaucasia  and  the  provinces  of  Courland,  Kovno, 
Grodno,  and  Kholm.) 


Large  horned  cattle 

Sheep  and  goats 

Smine 

Percentage 

Percentage 

Percentage 

Year 

Number 

of  1913 

Number 

of  1913 

Number        of  1913 

1913 

30,377,191 

100 

35,070,151 

100 

10,314,393  100 

1914 

30,878,087 

101.6 

35,877,188 

102.3 

10,779,624  104.5 

1915 

28,879,004 

95.0 

35,068,111 

99.9 

10,760,009  104.3 

1916 

37,562,954 

123.6 

61,508,783 

175.3 

16,299,508  158.0 

See  Izvesiia  Osobago  Soveshchanya  po  Prodovolstvennomu  Delu,  No. 
22,  April  1,  1916,  p.  15. 

"  Ibid.,  No.  27,  September  1,  1916,  p.  99. 

See  Narodnoe  Khozyaisivo  v  1916  Godu,  issue  VII,  p.  61. 


316 


FOOD  SUPPLY  IN  RUSSIA 


It  will  thus  be  seen  that  the  figures  for  1916  are  entirely  out  of 
harmony  with  those  for  the  preceding  years.  It  is  also  plain  that  the 
results  of  the  census  of  1916  must  force  us  to  view  with  much  skepti- 
cism all  the  old  notions  of  meat  production  and  consumption  in 
Russia.  We  should  remember,  furthermore,  the  important  fact  that 
this  census  was  taken  in  time  of  war,  when  the  inquiries  were  often 
answered  by  women  and  when  the  pojjulation  had  a  tendency  to  re- 
fuse truthful  statements  regarding  their  wealth.  For  these  reasons 
it  is  very  likely  that  the  live  stock  was  even  larger  than  that  shown 
by  the  census. 

To  gauge  even  roughly  the  losses  in  live  stock  during  the  War, 
we  shall  have  to  apply  a  very  crude  and  imperfect  method,  based 
upon  the  idea  that,  no  matter  how  erroneous  the  official  estimates 
had  been  up  to  1916,  so  far  as  absolute  numbers  are  concerned,  they 
still  help  to  indicate  the  extent  and  general  trend  of  the  changes 
that  took  place  in  the  live  stock  of  the  country.  It  also  seems  to  us 
that  comparison  of  the  census  figures  of  1916  and  1917  should  fur- 
nish some  clue  to  the  reduction  in  live  stock  from  1916  to  1917.  For 
1913,  1914,  and  1915  we  have  the  figures  of  the  Veterinary  Depart- 
ment for  practically  the  whole  empire  (Poland  excepted). 


TABLE  33 

NUMBER  OF  CATTLE  IN  SEVENTY-TWO  PROVINCES  OF 
EUROPEAN  AND  ASIATIC  RUSSIA 

Swine 

Per- 
centage 

Number       of  1913      Number       of  1913 
73,253,169 
71,708,507 
74,847,028 


Year 
1913 
191 1 
1915 
Difference  be- 
tween 1914 

and  1915    —  2,379,866 


Large  horned  cattle 
Per- 
centage 
of  1913 

100 
101.5 
96.6 


Number 
49,298,717 
50,037,497 
47,657,631 


Sheep  and  goats 
Per- 
centage 
of  1913 

100 

97.8 

102.1 


Number 
13,753,457 
14,542,569 
14,543,885 


100 

105.7 

105.7 


-f  3,138,521 


+  1,316 


Let  US  now  see  how  the  number  of  cattle  changed  in  1917,  as  com- 
pared with  1916,  according  to  the  agricultural  census  figures.  Un- 
fortunately we  have  data  available  for  only  fifty-seven  provinces  of 
European  and  Asiatic  Russia. 
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TABLE  3ii« 

NUMBER  OF  CATTLE  IN  FIFTY-SEVEN  PROVINCES  OF 
EUROPEAN  AND  ASIATIC  RUSSIA 

Large  horned  cattle  Sheep  and  goats  Swine 

Per-  Per-  Per- 

centage centage  centage 

Year  Number       of  1916  Number       of  1916  Number       of  1916 

1916  50,206,900  100       82,815,500  100       18,568,300  100 

1917  48,195,300  95.9    78,133,900  9t.3    20,679,000  111.3 
Difference  be- 
tween 1916 

and  1917      —  2,011,600  —  4,681,600  +  2,110,700 

As  we  see,  in  fifty-seven  provinces/'  the  stock  of  large  cattle  de- 
creased by  over  2  million  head,  and  this  in  spite  of  the  fact  that  our 
calculations  for  1917  in  many  stock-raising  areas,  in  the  absence  of 
data  for  that  year  are  based  on  the  1916  figures,  on  the  assumjjtion 
that  there  were  no  changes  in  the  stock  in  these  areas  during  that 
year.  We  therefore  believe  that  the  total  decrease  in  the  stock  of 
large  horned  cattle  between  1916  and  1917  must  have  been  at  least 
2.5  million  head. 

Accordingly  we  obtain  the  following  figures  for  the  loss  of  large 
horned  cattle  during  the  entire  period  of  the  War:  1914-1915,  2.4 
million  head;  1916-1917,  2.5  million;  for  1915-1916  we  may  also 
safely  take  the  figure  2.5  million ;  and  this  will  give  us  for  the  entire 
period  7.5  to  8  million  head.  The  truth  lies  probably  somewhere  be- 
tween 8  and  10  million. 

When  we  consider  that  the  "increase"  of  live  stock  observed  in 
1916  undoubtedly  existed  already  in  1914,  and  that  by  1916  about 
5  million  animals  of  the  original  stock  had  been  killed  off,  we  shall 
have  to  estimate  the  total  of  large  cattle  in  1914  considerably 
higher  than  60  million  head  and  we  shall  scarcely  be  able  to  reckon 
the  decrease  in  live  stock  by  1917  at  more  than  15  per  cent.  In  any 
case,  the  theory  of  tlie  Special  Council,  according  to  which  the  de- 
crease in  live  stock  by  October,  1915,  was  already  30  per  cent  for 

Tlie  data  of  tlie  1917  census  were  published  and  compared  with  those 
of  1916  in  the  volume  Sehhoe  Khozyaistvo  v  Rossii  v  XX  Veke,  pp.  240-247, 
260-263. 

Exclusive  of  Turkestan,  Trans-Caucasia,  Kamchatka,  Sakhalin,  and  the 
provinces  of  Bessarabia,  Esthonia,  Livonia,  Trans-Baikalia,  Amur,  and 
Maritime. 
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European  Russia  and  20  per  cent  for  the  empire  as  a  whole,  now 
seems  absolutely  unwarranted/* 

We  also  believe  there  must  have  been  throughout  the  country  in 
1914  about  21  million  swine  and  from  100  to  110  million  sheep  and 
goats.  While  this  is,  of  course,  only  a  rough  estimate,  it  will  hardly 
be  found  far  from  the  true  figures.  Our  tables  show,  furthermore, 
that  the  position  was  apparently  quite  favorable  throughout  the 
period  of  the  War  in  so  far  as  the  number  of  swine  was  concerned. 
Sheep-raising,  however,  suffered  some  setbacks  in  1914?  and  1916. 
The  cause  is  in  all  probability  the  failure  of  the  fodder  crops  in 
these  two  years  (in  1916  the  stock  of  sheep  shrank  materially  along 
the  Volga,  in  the  Urals,  and  in  Orenburg  province,  the  very  regions 
that  suffered  from  the  failure  of  feed  crops)  ;  furthermore,  the  use 
of  small  cattle  for  the  army,  beginning  in  1916,  contributed  to  this 
result. 

Meat  Production. 

Meat  production  in  Russia  fell  far  short  of  the  standard  it  ought 
to  have  reached  with  so  abundant  a  supply  of  live  stock.  Thus  we 
read  that  "meat  production  is  jDoorly  developed  in  our  live  stock 
industry ;  we  keep  the  cattle  chiefly  for  the  sake  of  milk  and  manure 
and,  in  the  southern  provinces,  for  work.  For  meat  we  usually  take 
cattle  that  cannot  be  used  otherwise.""  In  another  document  we 
read : 

In  Russia,  preeminently  a  rural  country,  meat  was  very  little  used 
as  food,  being  something  in  the  nature  of  a  holiday  repast.  Lack  of 
meat-preserving  arrangements  in  the  home,  the  absence  of  butchers' 
shops  in  the  villages,  remoteness  from  the  larger  centers  of  popula- 
tion, but  chiefly  the  relative  expensiveness  of  meat,  were  in  a  con- 
siderable measure  responsible  for  the  fact  that  the  peasantry  used  so 
little  meat  in  their  diet.  Moreover,  conditions  of  agriculture  in  Russia 
were  such  as  to  tend  to  make  draught  cattle  and  the  production  of 
manure,  and  more  recently  dairy  cattle,  the  chief  objects  of  the  stock- 
raising  business.^" 

According  to  the  data  of  the  Veterinary  Department,  the  num- 

See  Obsor  Deyatelnosti  Osobago  Soveshchanya,  pp.  92-93. 
*®  See  Trudy  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizny,  issue 
II,  p.  6. 

See  Ohzor  Deyatelnosti  Osobago  Soveshchanya,  pp.  91-92. 
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bers  killed  for  meat  throughout  the  country  in  1913  were:  large 
horned  cattle,  6.62  million  head ;  sheep  7.06  million ;  swine,  2.27 
million.  This  would  make  a  very  negligible  portion  of  the  total  stock, 
even  if  we  accept  the  old  estimates.  The  total  consumption  (con- 
sidered as  equal  to  production)  was  calculated  by  the  Veterinary 
Department  in  1913  as  121.5  million  puds  of  all  kinds  of  meat, 
which  gives  a  rate  of  0.7  puds  per  capita  of  the  population  a  year 
(city  4.3  puds,  country  0.3).-^ 

We  are  inclined  to  regard  the  figures  of  the  Veterinary  Depart- 
ment as  too  low.  This  undoubtedly  holds  true  as  regards  the  slaugh- 
ter of  sheep  and  swine.  In  our  opinion,  the  production  of  all  kinds 
of  meat  in  Russia  in  1914  must  have  amounted  to  160-170  million 
puds. 

Whatever  one  may  think  of  the  volume  of  meat  production  in 
Russia,  there  remains  the  certainty  that  a  relatively  negligible 
amount  of  meat  and  cattle  went  to  the  market.  X,et  us  take,  for  ex- 
ample, the  transport  figures  for  meat  and  cattle  in  1913.^-  We  find 
that  there  were  consigned:  1,494,000  head  of  large  horned  cattle, 
538,000  sheep,  1,405,000  swine;  meat  of  domestic  animals  other 
than  swine,  in  various  forms,  was  transported  to  the  amount  of 
9,602,000  puds,  and  pork  and  bacon,  3,552,000  puds.  Converting 
the  meat  into  terms  of  live  stock,  on  the  basis  of  12  puds  to  a  head 
of  beef,"^  and  8  puds  to  a  pig,  we  find  that  there  were  transported, 
all  told:  2,205,000  head  of  large  horned  cattle,  1,849,000  pigs,  and 
538,000  sheep.  (We  have  admitted  here  an  insignificant  error  in 
reckoning  all  the  meat  of  domestic  animals  in  terms  of  beef,  when  a 
very  slight  share  belongs  also  to  mutton.)  It  is  true,  the  cattle  car- 
ried by  rail  does  not  exhaust  the  number  of  cattle  sent  to  market, 
since  some  are  driven  to  market;  but  we  think  we  are  safe  in  cal- 
culating the  number  of  all  marketed  cattle  (at  all  events  of  those 
sold  in  the  more  important  markets)  as  follows:  large  horned  cat- 
tle, about  3  million  head;  swine,  about  4  million;  sheep,  1.5  to  2 
million  (the  latter  figure  seems  less  probable).  The  remainder  of  the 
slaughtered  cattle  was  used  by  the  rural  inhabitants  themselves  (3 

^^Ibid.,  p.  91. 

See  Narodnoe  KJiozyaistvo  v  1916  Godu,  issue  VII,  pp.  285,  288. 
The  average  weight  of  a  Russian  steer  was  10  puds,  while  that  of  a 
Steppe  steer  was  14  puds. 
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to  3.5  million  head  of  large  cattle,  4  million  swine,  15  to  18  million 
sheep),  or  sold  at  small,  local  bazaars. 

These  facts  alone,  which,  upon  the  whole,  are  not  far  from  the 
actual  conditions  as  confirmed  from  various  sources,  prove  the  con- 
siderable difficulties  that  had  to  be  met  in  order  to  provide  sufficient 
meat  for  the  Russian  army.  While  it  is  unquestionably  a  fact  that 
during  the  War  there  were  at  work  cei-tain  factors  that  tended  to 
increase  the  offering  of  meat  in  the  market  (for  instance,  crop 
failures  in  fodder  during  1914,  in  Siberia  in  1915,  and  in  south- 
eastern Russia  in  1916),  there  were,  on  the  other  hand,  as  we  have 
seen,  many  obstacles  in  the  way  of  a  successful  supply  of  the  meat 
required  during  the  War. 

Fish. 

As  to  the  extent  to  which  fish  could  be  made  to  take  the  place  of 
meat,  the  Department  of  Agriculture  submitted  to  the  Special 
Council  a  report  in  which  it  stated,  among  other  things  that: 

Although  Russia  holds  today  the  second  place  in  the  world  in  re- 
spect to  the  magnitude  of  the  fishing  industry,  producing  annually  not 
less  than  70  million  puds  of  fish  and  fish  products,  the  fact  remains 
that  even  under  normal  conditions  the  country  has  always  been  far 
from  able  to  satisfy  the  demands  of  the  domestic  market.  Our  enor- 
mous catches  were  even  under  the  most  favorable  circumstances  capa- 
ble of  satisfying  only  three-fourths  of  the  domestic  demand  for  fish 
and  fish  products,  while  the  balance  had  to  be  covered  by  imports  from 
abroad.  .  .  .  Four-fifths  of  the  foreign  imports  were  made  up  of 
articles  of  prime  necessity,  mainly  herrings,  which  have  always  been 
used  and  are  therefore  needed  also  at  the  present  time  by  the  mass  of 
our  population,  and  perhaps  more  so  by  the  poorest  classes.^* 

It  will  thus  be  seen  that  there  was  httle  prospect  of  substituting 
fish  for  meat,  especially  when  we  consider  that  the  imports  of  for- 
eign herrings  came  to  an  almost  complete  standstill  during  the  War. 

Butter. 

No  statistics  of  butter  production  existed  in  Russia.  We  are 
therefore  compelled  to  compute  the  volume  of  production  for  this 
commodity  from  indirect  data,  namely,  the  quantities  of  butter  re- 
ceived for  dispatch  by  the  railways. 

^*  See  Izvestia  Osobago  Soveshchanya,  No.  21,  p.  9. 
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Toward  the  end  of  1915  M.  Demosthenov  worked  out  in  great  de- 
tail the  available  data  on  the  transport  of  butter  by  rail  in  1913.^" 
We  will  give  here  the  gist  of  his  conclusions  concerning  the  pro- 
duction and  consumption  of  butter  in  Russia. 

The  total  amount  of  butter  consigned  by  rail  in  1913  through- 
out the  empire  was  9,125,300  puds,  of  which  3,1 18,400  puds  came 
from  European  Russia,  the  Caucasus,  and  central  Asia,  and 
6,006,900  from  Siberia.  Exports  to  foreign  markets  absorbed 
4,763,000  puds.  Consequently,  the  domestic  consumption  of  Russia 
of  marketed  butter  was  4!,36i2,300  puds. 

Of  the  total  volume  of  butter  sent  by  rail  in  Siberia,  about 
500,000  remained  within  Siberia,  while  nearly  5.5  million  puds 
went  to  European  Russia  (about  one  million)  and  to  the  foreign 
markets  (about  4.5  million  puds). 

Of  the  butter  produced  in  European  Russia,  about  263,000  puds 
were  exported  abroad  and  about  2,855,000  remained  for  domestic 
use.  In  addition  to  this,  as  we  have  learned,  there  were  brought  in 
from  Siberia  about  one  million  puds,  bringing  the  total  consump- 
tion of  butter  in  European  Russia  up  to  3,855,000  puds. 

Although  these  summarized  figures  are  sufficient  to  show  the  part 
played  by  Siberia  in  the  production  of  butter,  as  well  as  the  fact 
that  European  Russia  was  a  large  consumption  market  for  this  ar- 
ticle of  food,  they  do  not  show  precisely  what  part  of  European 
Russia  was  the  center  of  the  butter  industry.  Uj^on  closer  examina- 
tion of  the  statistics  of  consignments  of  butter  from  and  to  the  dif- 
ferent provinces  of  the  Empire,  we  shall  find  the  following  regions 
in  European  Russia  showing  an  excess  of  quantities  consigned  over 
quantities  received: 

See  Dannya  o  Snahzhenii  Korovim  Maslom  Evropeiskoi  Rossii  (Data 
on  the  Supply  of  Butter  to  European  Russia),  Petrograd,  1915;  also  Ohzor 
Deyatelnosti  Osobago  Soveshchanya,  Petrograd,  1916. 
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REGIONS  OF  EUROPEAN  RUSSIA  EXPORTING  BUTTER 

Excess  of  quantities 
consigned  over 
quantities 

Region  received 

(in  puds) 

Northern   (Provinces  of  Vologda,  Novgorod,  Yaroslav,  Tver, 

Vyatka,  Kostroma,  Archangel)  1,137,700 

Northwestern  (Provinces  of  Courland,  Livonia,  Esthonia,  Kovno, 

Vitebsk,  Mogilev,  Grodno,  Minsk)  301,700 

Southwestern  (Province  of  Volhynia)  95,200 

Volga  (Provinces  of  Ufa,  Nizhni-Novgorod,  Simbirsk,  Oren- 
burg, Urals)  113,500 

Central  (Provinces  of  Smolensk,  Tambov,  Ryazan,  Kaluga,  Orel, 

Penza,  Chernigov,  and  others)  75,700 


Total  1,723,800 

These  surpluses  proved  insufficient  for  all  needs,  and  European 
Russia  was  forced  to  bring  in  one  million  puds  of  butter  every  year 
from  Siberia,  of  which  300,000  puds  took  the  place  of  the  butter  ex- 
ported abroad  from  the  northern  region,  while  700,000  constituted 
the  net  addition  to  the  total  consumption  in  European  Russia.'* 

In  considering  now  the  effects  of  the  War  upon  the  production 
of  butter,  we  shall  discuss  only  the  following  four  regions :  Siberian, 
northern,  northwestern,  and  southwestern.  The  two  latter,  being 
situated  close  to  the  war  zone,  suffered  the  most.  In  view  of  the  fact 
that  butter  production  is  carried  on  chiefly  during  the  spring  and 
summer,  we  may  assume  that,  in  so  far  as  the  failure  of  fodder  crops 
did  not  interfere,  the  regions  near  the  war  zone  in  1914)  succeeded 
in  producing  nearly  their  normal  amount  of  butter.  But  after  1916 
these  two  regions  should  be  considered  as  simply  nonexistent  for 
the  purpose  of  butter  production. 

We  have  at  our  disposal  the  statistics  of  butter  consignments  dur- 
ing the  War  on  the  Moscow- Yaroslav-Archangel  Railway  and  the 
Petrograd-Vologda-Vyatka  Railway,  that  is,  for  an  area  smaller 
than  the  territory  included  in  the  northern  region.  The  figures  are 
as  follows:  1913,  923,300  puds;  1914,  868,100  puds;  1916,  801,700 
puds.  In  1915  the  situation  was  more  complicated,  for,  while  the 
total  consignments  were  1,357,500  puds,  they  included  reconsign- 

Practically  the  entire  import  of  Siberian  butter  was  absorbed  by  eight 
large  cities  (Petrograd,  Moscow,  Kiev,  Odessa,  Kharkov,  Tiflis,  Rostov-on- 
Don,  and  Baku). 
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merits  of  Siberian  butter  to  Archangel,  for  export  to  England 
(306,800  puds),  as  well  as  to  other  railway  lines  than  those  men- 
tioned above,  to  supply  the  interior  of  the  country  (about  120,000 
puds,  as  this  is  the  amount  by  which  the  1915  butter  consignments 
to  other  points  exceed  those  of  previous  years).  We  may  then  esti- 
mate the  butter  consignments  in  1915  at  about  931,000  puds,  that 
is,  normal." 

We  thus  get  the  following  results  for  European  Russia.  In  1914, 
there  was  an  underproduction  of  butter  in  the  northern  region 
amounting  to  perhaps  100,000  puds,  if  we  take  the  area  as  a  whole; 
a  similar  deficit  was  probably  observed  in  the  regions  near  the  war 
zone.  In  1915,  there  was  a  nearly  normal  output  in  the  northern  re- 
gion, with  a  considerable  decline  in  commercial  butter  production 
in  the  northwestern  and  southwestern  regions,  the  deficit  amounting 
in  all  probabihty  to  200,000-250,000  puds.  In  1916,  we  have  a  cur- 
tailment of  output  in  the  northern  area  approximating  175,000 
puds  for  the  entire  territory,  and  a  loss  of  400,000  puds  in  the  re- 
gions near  the  war  zone.  We  therefore  believe  that  not  more  than  the 
following  quantities  of  butter  could  have  found  their  way  to  mar- 
ket in  European  Russia:  1914,  2,920,000  puds;  1915,  2,720,000 
puds;  1916,  2,545,000  puds. 

We  may  now  turn  to  examine  the  butter  situation  in  Siberia.  To 
the  Siberian  butter  industry  a  very  heavy  blow  was  delivered  at  the 
very  beginning  of  the  War  by  the  cessation  of  foreign  exports  and 
the  disorganization  (or,  rather,  stoppage)  of  transport,  with  the 
result  that  immense  quantities  of  butter,  accumulated  in  Siberia, 
forced  prices  down  precipitately.  A  contributing  factor  in  the  situa- 
tion was  also  the  utter  paralysis  of  credits,  as  well  as  the  scarcity  of 
skilled  workers.  Soon,  however,  the  State  Bank  came  to  the  rescue  of 
the  industry  in  Siberia,  and  with  the  large  purchasing  operations 
for  the  army  and  the  domestic  market  and  an  improvement  in  the 
transport  situation,  the  crisis  was,  up  to  a  certain  point,  overcome, 
particularly  so  when  there  was  heavy  requisitioning  of  butter  for 
the  army,  in  October. 

In  the  early  part  of  1915  a  conference  of  butter  producers  seemed 
to  consider  the  further  prospects  of  the  industry  hopeful,  believing 
that  they  would  be  able  to  maintain  the  1915  output  as  high  as  that 

See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V-VI,  p.  80;  also 
V.  Monin,  Maslo  i  Margarin  {Butter  and  Margarine),  Berlin^  1923,  p.  17. 
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of  1914,  notwithstanding  all  the  difficulties  caused  by  the  War.  The 
conference  felt  even  that  "should  the  War  Department  require  one- 
third  of  the  total  iDroduction,  there  will  still  be  left  over  for  export 
about  3.5  million  puds,"-*  that  is,  they  assumed  that  the  total  out- 
put would  be  not  less  than  6  milHon  puds.  But,  as  we  have  seen, 
there  was  a  crop  failure  in  Siberia  in  1915,  and  it  is  scarcely  pos- 
sible that  the  butter  production  should  have  been  normal  in  that 
year.-'' 

In  1916  a  very  compHcated  situation  affected  butter  production 
in  Siberia.  In  addition  to  the  general  troubles,  such  as  labor  short- 
age, reduction  of  Uve  stock,  etc.,  new  difficulties  appeared  in  the 
form  of  price  regulation  (an  utter  failure,  incidentally),  and  em- 
bargoes on  the  shipment  of  butter.  We  shall  not  dwell  here  upon  all 
these  troubles,  but  merely  state  that,  according  to  an  approximate 
calculation,  the  Siberian  butter  output  of  1916  dropped  30  to  40 
per  cent  below  the  pre-war  volume.^" 

The  cattle  in  many  areas,  especially  in  the  Barnaul  district,  suf- 
fered heavily  from  lack  of  fodder;  much  live  stock  was  sold  for  slaugh- 
ter or  perished ;  and  many  creameries  had  to  shut  down  for  lack  of 
milk.  There  was  a  wholesale  shutting  down  of  butter  factories  towards 
the  autumn  of  1916.  Nor  was  the  labor  scarcity,  mainly  in  foremen  and 
skilled  workers,  without  its  effect  upon  the  industry,  apart  from  the 
high  cost  and  scarcity  of  various  articles  needed  in  butter  production. 

We  shall  now  attempt  here  to  calculate  the  production  of  Siberian 
butter  during  the  War.  We  are  inclined  to  think  that  the  total  out- 
put for  1914  was  about  5,700,000  puds,  since  the  crisis  set  in  at  a 
season  when  butter-making  is  at  its  lowest  ebb.  It  may  even  be  that 
we  are  exaggerating  the  deficit  and  that  the  1914  total  did  not 
drop  below  that  of  1913,  thanks  to  the  favorable  market  conditions 
during  the  few  months  preceding  the  War. 

For  1915  we  may  assume  the  production  to  have  amounted  to 
5.5  million  puds ;  for  1916,  if  we  allow  for  a  reduction  of  about  30 

See  Trudy  Kommissii  po  Izuckenyu  Sovremennoi  Dorogovizni,  issue 
II,  p.  102. 

-®  According  to  computations  made  in  1915,  the  deficit  was  between  300,- 
000  and  500,000  puds ;  see  Dannya  o  Snahzhenii  Korovim  Maslom  Evro- 
peiskoi  Rossii,  p.  8. 

^°  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V-VI,  pp.  28,  81. 

"76iJ.,  p.  81. 
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per  cent  below  pre-war  output,  it  must  have  been  in  the  neighbor- 
hood of  4.2  milhon  puds. 

For  the  empire  as  a  whole,  therefore,  the  output  of  butter  or, 
more  properly  speaking,  the  amount  of  butter  that  could  have 
reached  the  market,  would  be  approximately  as  follows:  1913, 
9,125,300  puds;  1914,  8,620,000;  1915,  8,320,000;  1916,  6,750,- 
000.  In  other  words,  in  1917  butter  production  was  probably  about 
26  per  cent  lower  than  before  the  War.  This  computation,  no  doubt, 
is  only  approximate.  But  it  is  confirmed  by  the  figures  on  rail 
transport  for  1914  and  1915  (for  1916  we  are  unable  to  obtain  re- 
liable data).  In  1914,  all  the  railways  of  the  empire  ti-ansported 
8,339,000  puds  of  butter,  and  in  1915,  8,628,000  puds.^-  This 
agrees  roughly  with  our  calculations,  and  we  may  now  conclude  our 
discussion  of  the  butter  question. 

Sugar  Production. 

Accounts  of  the  sugar  ])roduction  of  the  Russian  Empire  were 
always  properly  kept,  so  that  we  have  no  difficulty  in  obtaining  a 
view  of  the  industry  during  the  War.  Table  35  offers  all  the  data 
required  to  enable  the  reader  to  study  the  subject  carefully,  show- 
ing as  it  does  the  production  of  sugar  throughout  the  empire  from 
1914  to  1917. 

TABLE  35" 

PRODUCTION  AND  STOCKS  OF  SUGAR  IN  THE  EMPIRE 

191^-1915        1915-1916  1916-1917 
{in  puds) 

In  stock  at  beginning 
of  the  periods : 

(a)  at  refineries                     16,936,961     20,456,315  7,603,145 

(b)  at  stores  and  warehouses    3,620,615      4,899,050  1,177,915 


Total 

Sugar  produced  from  beets : 

(a)  granulated 

(b)  lump 

Total 


20,557,576 

25,355,365 

8,781,060 

47,584,454 
59,426,732 

38,229,485  1 
54,067,271  j 

84,145,361 

107,011,186 

92,296,756 

84,145,361 

127,568,762 

117,652,121 

92,926,421 

Grand  total 

32  See  Ibid.,  issue  VII,  p.  287.  ggg  -j,;^^  ^^^^^  V-VI,  p.  41. 
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This  table  reveals  a  steady  decline  in  production,  due  not  only  to 
the  quantity  and  quality  of  the  beet  harvests,  but  also  to  certain 
specific  conditions  of  war-time.  In  the  first  place,  many  refineries 
were  destroyed  or  occupied  by  the  enemy,  being  in  the  neighborhood 
of  the  front  (the  Russian  sugar  factories  are  located  chiefly  in  the 
southwestern  section  of  the  country),  while  others  had  to  shut  down 
on  account  of  the  scarcity  of  labor  and  lack  of  fuel  and  other 
requisites.  In  the  second  place,  there  was  a  reduction  in  the  area 
planted  with  sugar  beet,  likewise  a  consequence  of  the  labor  short- 
age. This  also  explains  the  difficulties  in  harvesting  the  beet  crop. 
Table  36  affords  an  idea  of  the  number  of  refineries  at  work  and  of 
the  area  of  beet  cultivation : 

TABLE  36 

NUMBER  OF  SUGAR  REFINERIES  AND  AREA  UNDER  BEET 

WIS  1914  1915  1916 

1.  Number  of  refineries  309  314  268  258 

2.  Area  of  sugar-beet  plantations :  (in  (leciatines)^* 

owned  by  refineries  215,885    222,482    258,851  272,318 

owned  by  planters  486,567    446,265    430,647  398,059 

Total  702,452    668,747    689,498  670,377 

It  is  interesting  to  note  that  the  refineries  increased  their  area  of 
cultivation  in  order  to  become  independent  of  the  planters.  The 
area  cultivated  by  the  latter,  on  the  contrary,  shrank  more  raj^idly 
than  that  of  the  refiners  extended,  and  the  same  process  was  ob- 
served also  in  1917,  when  the  area  cultivated  by  the  refiners  in- 
creased to  310,000  deciatines  and  that  cultivated  by  planters 
shrank  to  280,000  deciatines.  The  volume  of  planting  is  estimated 
variously  by  different  authorities  but  this  question  is  of  no  par- 
ticular importance  to  us. 

If  we  bear  in  mind  that  the  Russian  sugar  production  was  93 
milHon  puds  in  1913-1914,  75.4  million  in  1912-1913,  and  112.8 
million  in  1911-1912,  we  must  concede  that  the  amount  of  sugar 
produced  in  Russia  in  the  course  of  the  War  was  entirely  normal 
(during  1911-1913  the  average  annual  production  had  been  93.7 
million  puds,  while  during  the  War  it  was  94.4  million).  The  result 
will  be  a  little  less  favorable  if  we  take  the  aggregate  amount  of 

^*  One  deciatine  =  2.7  acres. 
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sugar  available  in  the  course  of  the  three  War  years  (the  average 
annual  stocks  available  were  several  million  puds  smaller  than  dur- 
ing the  three  last  years  before  the  War) . 

Salt. 

The  production  of  salt  seems  to  have  presented  no  problem  at  all 
during  the  War.  All  efforts  were  devoted  exclusively  to  the  efficient 
organization  of  transport  and  distribution.  If  we  consider  the 
figures  of  salt  production  in  the  south  (Crimea  and  Donets  basin), 
where  about  50  per  cent  of  the  total  salt  supply  of  Russia  is  ob- 
tained, we  have  the  following  situation:  In  1913  there  was  produced 
59  million  puds;  in  1914,  55  million;  in  1915,  54<  million;  in  1916, 
52  million;  and  in  1917,  4<3  million  puds.^^  In  the  Ural  and  As- 
trakhan areas,  yielding  about  20  and  30  million  puds  a  year  re- 
spectively, no  appreciable  reduction  of  output  could  be  observed 
till  the  middle  of  1916.  The  condition  of  the  salt  industry,  there- 
fore, seems  satisfactory,  at  least  as  late  as  1917.  This  conclusion 
appears  to  be  fully  confirmed  by  the  results  of  the  census  of  market- 
able supplies  of  foodstuffs  carried  out  under  the  auspices  of  the 
Special  Council  during  December,  1915,  and  January,  1916.  As 
marketable  or  "conmicrcial"  stocks  were  considered  "those  stocks  of 
goods  which  were  in  the  hands  of  the  dealers  engaged  in  disposing 
of  the  producers'  goods  to  the  consumers."  It  was  found  that  such 
"commercial"  stocks  of  salt  in  European  Russia,  exclusive  of  the 
provinces  of  Nizhni-Novgorod,  Kherson,  Ekaterinoslav,  and  Orel, 
amounted  to  40,800,000  puds,^*'  that  is,  about  half  the  annual  re- 
quirement of  European  Russia. 

Conclusion. 

All  available  data  show  a  positive  reduction  in  productive  work 
during  the  War.  There  was  a  reduction  in  the  output  of  cereals, 
butter,  and  in  the  size  of  live  stock ;  the  milling  and  sugar  industries 
were  similarly  affected.  But  it  also  appears  that  these  reduced  ac- 
tivities were  very  far  from  reaching  the  low  level  that  they  may  seem 
to  have  reached,  judging  by  incomplete  and  unreliable  statistics, 

A.  A.  Sukhov,  Ekonomicheskaya  Geografya  Ukraini  (^Economic  Geog- 
raphy of  Ukraine),  Odessa,  1923,  p.  133. 

See  Izvestia  Osohago  Soveshchanya,  No.  21,  p.  59. 
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and  it  was  only  because  of  the  difficulties  in  the  supply  of  food  that 
people  exaggerated  the  decline  in  productivity.  The  fact  is  that  the 
War  did  not  cause  anything  like  a  revolution  in  the  national  food 
supply,  but  rather  in  the  demand  and  distribution  of  foodstuffs.  We 
shall  therefore  consider  in  our  next  chapter  the  question  of  con- 
sumption demand. 


CHAPTER  VI 


CONSUMPTION  DEMAND 

Decline  of  Exports. 

The  effects  of  the  War  upon  consumption  demand  made  themselves 
felt  in  three  directions:  (a)  the  loss  of  a  large  number  of  foreign 
consumers,  (b)  the  appearance  of  another  vast  consumer,  as  repre- 
sented by  the  arm}',  and  (c)  a  change  in  the  consumjjtion  demand 
of  large  sections  of  the  population. 

With  the  exception  of  salt,  the  export  of  the  principal  foodstuffs 
dropped  enormously,  as  compared  with  the  pre-war  3'ear,  and  this 
when  the  grain  exports  in  1913  were  far  from  being  record  ex- 
ports. As  a  matter  of  fact,  the  grain  exported  in  1909  amounted  to 
725.5  million  puds,  and  to  818.3  million  in  1910,  while  the  average 
for  the  five-3'ear  period  1909-1913  was  686.3  million  puds  and  the 
1913  figure  only  606  million  puds.  This  dropped  in  1915  to  37 
million  puds  and  slightly  recovered  to  41  million  puds  in  1916.  The 
same  holds  true  for  sugar,  of  which  5.7  million  puds  were  exported 
in  1915  and  3.2  million  puds  in  1916  whereas  23  million  puds  were 
sent  abroad  in  1911  and  27  million  in  1912,  and  an  average  of 
16  million  for  the  period  1909—1913.  Besides,  it  should  be  boi-ne  in 
mind  that  the  export  figures  are  not  net,  since,  during  the  War, 
there  were  also  imports  of  foodstuffs  from  other  countries.  Among 
cereals,  rice  ranked  first  in  these  imports.  The  increase  in  the  im- 
port of  dairy  products,  it  is  to  be  assumed,  was  due  to  the  item  of 
condensed  milk.  In  the  import  of  meat  and  animal  fats,  the  prin- 
cipal item  was  fats. 

It  follows  from  what  has  been  previously  stated  that  grain  ex- 
ports from  Russia  during  the  War  must  be  regarded  as  entirely  at 
a  standstill.  Comparatively  high  figures  may  be  found  only  in  the 
export  of  butter  down  to  1916,  and  of  sugar  down  to  1917.  It  should 
be  noted,  moreover,  that  the  Russian  territories  occupied  by  the 
enemy  in  1915  were  forced  to  obtain  certain  foodstuffs  from  the  in- 
terior in  times  of  peace,  to  supply  their  deficiencies. 

The  Army  As  a  Consumer. 

During  the  War,  however,  a  new  consumer  appeared,  in  the 
form  of  a  huge  army.  It  may  be  objected,  perhaps,  that  the  men 
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composing  this  army  must  have  consumed  also  before  the  War  the 
equivalent  of  the  food  they  consumed  in  the  service.  This  argument 
would,  however,  be  fallacious,  especially  wlien  we  are  dealing  with  a 
country  such  as  Russia.  In  other  countries,  where  the  general  stand- 
ard of  consumption  is  higher,  the  difference  between  normal  and 
war  rations  is  probably  much  smaller  than  in  Russia,  where  the  diet 
of  the  large  masses  of  the  peasantry  who  formed  the  bulk  of  the 
army  was  distinguished  neither  by  variety  nor  volume.  Thus  we 
read : 

The  rural  population  covers  its  requirements  in  proteids  to  the  ex- 
tent of  only  one-fifth  from  the  products  of  the  live  stock  industry, 
whereas  the  urban  population  derives  almost  two-fifths  of  its  proteid 
supply  from  such  products.  In  the  supply  of  fats  for  the  city  popula- 
tion, animal  products  hold  a  more  important  place  than  for  the  rural 
population.  Again,  sugar  plays  an  important  part  in  the  supply  of 
the  necessary  carbohydrates  to  the  city  diet,  whereas  it  is  used  merely 
as  a  sweetener  in  the  fare  of  the  peasantry.  Calculated  on  a  per  capita 
basis,  the  consumption  of  meat,  fish,  eggs,  sugar,  butter,  and  cheese  is 
several  times  as  high  in  the  city  as  in  the  country,  the  latter  consuming 
more  bread,  grits,  vegetables,  and  milk.^ 

But  when  the  same  peasant  reaches  the  army,  his  diet  is  raised  to 
the  city  standard,  since  meat,  butter,  sugar,  and  other  such  food- 
stuffs hold  an  important  place  in  the  army  ration.  This  is  why  we 
may  say  that  the  calling  up  of  a  large  army  was  bound  to  exert 
upon  the  market  in  foodstuffs  the  same  kind  of  influence  that  would 
have  been  produced  had  there  been  a  sudden  increase  in  the  urban 
population,  with  its  specific  consumption  demand.  The  fact  is  that 
the  supply  of  meat,  butter,  sugar,  rice,  fish,  vegetable  oil,  and  other 
foodstuffs  for  the  needs  of  the  army  reached  huge  proportions.  But 
the  consumption  of  the  army  differed  from  the  ordinary  fare  of  the 
Russian  masses  not  only  in  point  of  variety,  but  likewise  in  point  of 
quantity.  It  was  considerably  richer  than  the  nutrition  standards  of 
the  rural  masses,  at  least  in  some,  if  not  all  products.  For  instance, 
the  army  demand  for  buckwheat  and  millet  (in  the  shape  of  grits, 
or  coarse  meal)  was  so  heavy  that  it  not  only  absorbed  the  surplus 
that  had  been  accumulated  in  these  cereals  in  consequence  of  the 
cessation  of  foreign  exports,  but  required  even  additional  with- 

^  See  B.  D.  Brutskus,  Ekonomya  Selskago  Khozyaistva  (Rural  Econ- 
omy), Berlin,  1923,  p.  83. 
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drawals  of  these  cereals  from  civilian  consumption.  In  this  manner 
the  army  took  the  place  of  the  foreign  consumer. 

The  consumption  of  an  army  in  war  differs  greatly  from  peace- 
time consumption  not  only  so  far  as  the  men  are  concerned,  but  also 
in  resjiect  of  the  horses.  Sharing  with  the  men  many  of  the  burdens 
of  warfare,  the  horses  receive  special  war-time  rations  far  in  excess 
of  what  they  are  given  normally,  both  as  regards  quantity  and 
quality.  Hence  the  collection  of  oats  for  the  army  was  one  of  the 
most  difficult  tasks  that  confronted  the  organization  charged  with 
the  supply  of  food  and  forage  during  the  War.  It  nearly  became 
necessary  at  one  time  to  prohibit  the  use  of  oats  outside  the  army, 
and  great  efforts  were  required  to  extract  them  from  producers  as 
well  as  from  middlemen. 

Let  us  now  examine  in  greater  detail  the  consumption  of  the  va- 
rious foodstuffs  by  the  army.  Table  37  shows  consignments  of  ce- 
reals to  the  army. 


August, 
August, 
August, 
(excl 
sian  f 

Total 


:6 
2 


291,610      473,328      50,179  815,117 


TABLE  37 

CONSIGNMENT  OF  CEREALS  TO  THE  ARMY 


Periods 

1914,  to  July,  1915 

1915,  to  June,  1916 

1916,  to  June,  1917 
usive  of  the  Cauca- 
:ront) 


Food         Fodder  Orits 
cereals         cereals        cereals  Total 
{in  thousands  of  puds) 

57,262  116,370  9,594  183,22 
129,320      198,283      19,709  347,31 


105,028      158,675      20,876  284,57: 


These  data  are  not  complete.  First,  the  figures  of  cereals  con- 
signed in  the  months  of  July,  1916,  and  1917  are  missing.  Second, 
the  1916—1917  data  do  not  cover  the  Caucasian  front.  We  believe 
the  figures  for  1915-1916  to  have  been  10-15  million  puds  higher, 
and  the  1916-1917  figures  should  be  raised  by  about  40-50  million 
puds.  In  the  third  place,  it  is  absolutely  impossible  at  this  time  (and 
probably  also  at  any  future  time)  to  ascertain  the  totals  of  pur- 
chases made  directly  by  the  Army  Supply  Department  at  the  front ; 
yet  these  purchases  are  known  to  have  been  considerable.  Thus,  for 
instance,  during  June— August,  1915,  no  food  supplies  whatever 
were  dispatched  to  the  front,  and  the  army  was  satisfied  with  local 
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provisioning.  The  total  cereal  consumption  of  the  army  during  the 
three  years  of  the  War  was  probably  over  1,000  million  puds. 

During  the  first  two  years  of  the  War  the  cereal  requirements  of 
the  army  were  satisfied  completely,  but  in  the  third  year  it  received 
scores  of  milhons  of  puds  less  than  it  needed.  An  indication  of  the 
cereal  shortage  may  be  seen  in  the  fact  that  in  December,  1916,  the 
army  bread  ration  was  reduced  from  3  to  2.5  Russian  pounds  a 
day,^  and  this  was  further  reduced  to  2  pounds  in  March,  1917.  At 
the  same  time  the  ration  of  army  biscuits  was  reduced  from  2  to  1% 
pounds. 

The  collection  and  storage  of  grain  supplies  is  shown  in  the  fol- 
lowing table. 


TABLE  38 


QUANTITIES  OF  CEREALS  COLLECTED  BY 
GOVERNMENT  AGENCIES 


Periods 

August,  1914,  to  Julj^,  1915 
August,  1915,  to  July,  1916 
August,  1916,  to  July,  1917 


Pood         Fodder  Grits 

cereals         cereals       cereals  Total 
{in  millions  of  puds) 

106.2  182.6  13.9  302.7 

233.0  233.0  34.0  500.0 

303.9  185.9  51.0  540.8 


Total 


643.1 


601.5 


98.9  1,343.5 


The  quantities  of  cereals  collected  far  exceeded  both  those  ac- 
tually consigned  and  those  needed  by  the  army  (this,  however,  only 
as  we  draw  no  line  of  distinction  between  the  several  kinds  of  grain). 
The  actual  orders  for  cereals  issued  by  the  Army  Supply  Depart- 
ment were  as  follows:  From  August,  1915,  to  November  1,  1916,  the 
total  requirement  of  the  army  was  calculated  at  371  million  puds. 
The  requirement  for  1916-1917,  according  to  the  same  orders,  was 
to  be  396  milHon  puds  (November  1,  1916,  to  November  1,  1917). 
But  we  cannot  rely  upon  these  figui'es,  since  we  have  no  way  of  find- 
ing out  what  changes  were  subsequently  made  in  the  original  orders. 
For  the  first  year  of  the  War  (August,  1914,  to  August,  1915),  the 
orders  did  not  exceed  the  actual  dispatches,  but  here,  again,  we  are 
not  in  a  j^osition  to  give  accurate  figures. 

The  natural  question,  then,  must  be,  where  did  the  excess  of  the 

2  See  p.  169,  n.  8. 
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collected  and  stored  supplies  go  to?  It  was  disposed  of,  partly,  in 
the  following  manner. 

Between  August,  1915,  and  August,  1916,  various  institutions 
and  the  civilian  population  were  given  58.7  million  puds  of  cereals 
and  16.3  million  puds  of  seeds,  thus  receiving  a  total  of  75  million 
puds.  After  the  summer  of  1916  the  Special  Council  was  charged 
also  with  the  duty  of  supj^l}  ing  cereals  to  the  workers  in  the  Donets 
mining  region,  to  the  railway  workers,  to  the  inhabitants  of  Fin- 
land, to  workers  employed  in  munition  factories,  and  to  some  other 
classes  of  the  population.  Assistance  with  supplies  had  also  to  be 
given  to  Turkestan,  Petrograd,  and  Moscow,  and  the  consuming 
provinces  that  lacked  adequate  supplies  of  their  own.  Had  it  been 
attempted  to  satisfy  all  of  the  demands  completely,  it  would  have 
been  necessary  to  collect  between  August,  1916,  and  August,  1917, 
as  much  as  746  million  puds  of  cereal  supplies  (655.3  million  were 
apportioned  among  the  various  commissioners  of  the  Special  Coun- 
cil throughout  the  country).  Regarding  the  grain  issued  to  tlie 
population  in  1916—1917  we  regret  that  we  possess  no  reliable  data. 

Reports  on  the  collection  and  storage  of  meat,  fats,  and  certain 
other  foodstuffs  for  the  army  were  never  published,  not  even  for 
official  use.  Only  for  1916  do  we  find  any  tentative  figures  concern- 
ing the  needs  of  the  army  in  meat,  fats,  etc.  With  the  help  of  these 
figures  and  our  knowledge  of  the  exact  number  of  men  called  to  the 
colors  each  year  of  the  War,  a  general  outline  of  the  army  demand 
for  such  foodstuffs  can  be  given. 

Meat. 

For  1916,  the  requirements  of  the  army  in  meat  were  reckoned  at 
40  million  puds.  Taking  live  stock  of  average  size  and  quality,  this 
would  represent  about  4  million  head  of  large  horned  cattle.  The 
Division  of  Meat  Supply  proposed  to  take  450,000  head  in  the 
provinces  near  the  front  and  the  remainder  in  the  interior,  which 
was  thus  expected  to  supply  for  the  army  as  much  as  100,000  puds 
of  meat  a  day.  After  what  has  been  said  of  the  character  of  the 
Russian  meat  market,  it  is  hardly  necessai'y  to  expatiate  on  the 
extraordinary  difficulties  involved  in  obtaining  so  vast  a  supply.  By 
the  middle  of  1916  it  was  obvious  that  it  would  be  impossible  to  raise 
the  necessary  amount  of  meat  by  purchase  in  the  open  market.  It 
now  became  necessary  to  have  recourse  (with  the  effective  assistance 
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of  the  zemstvos)  to  a  regular  levy  on  the  live  stock.  The  army  meat 
ration  had  already  been  cut  down  at  the  beginning  of  that  year, 
with  the  result  that  the  rations  of  grits,  rice,  peas,  lentils,  and  beans 
had  to  be  raised  and  white  bread  had  to  be  introduced  in  the  diet 
of  the  soldiers.  The  meat  ration  was  reduced  from  one  Russian 
pound  to  three-fourths  a  day,  while  the  noncombatant  units  were 
allowed  only  half  a  pound;  besides,  two  days  (Wednesday  and 
Friday)  were  set  aside  as  meatless  days.  Lastly,  permission  was 
granted  to  the  authorities  to  supply  more  fish  to  the  soldiers  than 
previously. 

Fats. 

For  1916,  the  fat  needed  by  the  army  was  calculated  at  4  million 
puds.  The  soldiers  preferred  fat  to  butter,  but  it  was  found  impos- 
sible to  prepare  an  adequate  supply  of  fats,  and  it  was  thus  neces- 
sary to  buy  heavily  in  the  butter  market.  According  to  incomplete 
data,  the  amount  of  butter  collected  and  stored  for  the  use  of  the 
army  was  as  follows:  fi'om  the  beginning  of  the  War  to  June  15, 

1915,  1,227,000  puds;  from  June  16,  1915,  to  June  1,  1916, 
1,905,000  puds;  and  from  June  1,  1916,  to  June  1,  1917,  3,163,000 
puds.  This,  however,  did  not  cover  the  entire  demand  (for  1915- 

1916,  the  demand  was  calculated  at  2,500,000  puds,  but  the  total 
collected  was  only  about  2  million).  As  for  data  regarding  the  col- 
lection of  fats,  we  regret  that  none  are  available. 

Sugar. 

For  1916,  the  requirements  of  the  army  in  sugar  were  calculated 
at  10  million  puds,  but  as  a  matter  of  fact  the  quantity  needed  was 
far  greater  than  this.  On  April  7,  1916,  the  sugar  ration  of  the 
soldier  at  the  front  was  fixed  at  5%  pounds  a  month,  viz.,  3yg  in 
kind  and  the  balance  in  cash.  For  the  noncombatant  troops  in  the 
rear,  the  ration  was  lyg  pounds  a  month.  In  August  of  that  year 
the  conference  of  commissioners  requested  a  reduction  in  these  ra- 
tions. When  we  recall  the  fact  that  the  monthly  per  capita  con- 
sumj^tion  of  sugar  in  Russia  during  the  period  1911—1913  was  only 
11/2  pounds,  we  are  forced  to  admit  that  the  sugar  consumption  of 
the  army  was  very  high,  especially  when  we  consider  that  the  ma- 
jority of  the  soldiers,  being  peasants,  had  never  consumed  even  the 
pre-war  average. 
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All  these  facts  reveal  very  clearly  the  effect  of  the  demand  of  the 
army  upon  the  Russian  market  in  foodstuffs.  But,  as  we  shall  see 
presently,  the  army  demand  presents  also  certain  features  that  have 
an  effect  upon  the  level  of  prices  as  well. 

First,  the  purchasing  operations  of  the  Government  were  so  vast 
that  they  were  far  in  excess  of  anything  that  might  have  been  done 
by  any  wholesale  buyer,  foreign  or  domestic.  We  therefore  have  to 
deal  here  with  an  extraordinary  concentration  of  demand  in  a 
single  purchasing  organization. 

Second,  the  demand  of  the  army  was  imperative,  inelastic,  and — 
most  important  of  all — highly  urgent.  Middlemen  and  speculators 
were  naturally  strongly  tempted  to  profit  by  this  combination  of 
favorable  circumstances,  and  the  result  was  that  the  well-known  rule 
that  lower  prices  are  asked  in  large  than  in  small  transactions  would 
probably  break  down  completely  in  this  case. 

Third,  the  consumption  demand  of  the  army  was  in  a  ver}'  slight 
measure  affected  by  the  level  of  prices;  the  rising  prices  did  not 
bring  about  an  automatic  curtailment  of  this  demand,  as  it  might 
have  done  in  a  normal  market  situation.  Bv  this,  we  do  not  mean  to 
say  that  there  are  no  possible  conditions  that  might  have  tended  to 
reduce  the  demand,  as  well  as  the  consumption,  of  the  army.  All  we 
wish  to  emphasize  is  that  the  price  level  was  not  one  of  these  condi- 
tions, or,  in  any  case,  that  the  price  level  of  itself  was  incapable  of 
paralyzing  any  portion  of  the  demand  of  the  army.  The  explana- 
tion of  this  proposition  is  very  simple:  the  needs  of  the  soldier  are 
fixed  by  the  Government  in  advance;  the  general  resources  of  the 
country  rather  than  existing  price  levels  are,  primarily,  taken  into 
account,  and  the  Government  stops  at  nothing  to  cover  this  demand, 
if  necessary.  In  other  words,  changes  in  the  level  of  prices  result 
merely  in  changes  in  the  gross  amount  of  the  expenditure,  leaving 
entirely  unaffected  the  consumption  demand  of  the  army.  The  ques- 
tion whether  this  demand  can  be  satisfied  in  full  or  in  part  will 
depend  upon  the  quantity  of  products  coming  into  the  market,  and 
not  upon  prices.  It  is  othei-wise  with  the  consumption  demand  of  the 
population,  where  money  earnings  and  monetary  consumption  re- 
sources (see  Chapter  I)  form  the  only  definite  quantity  for  every 
given  moment,  while  consumption  demand  and  consumption  itself 
change  with  changes  in  price,  although,  of  course,  not  solely  under 
the  influence  of  this  particular  factor. 
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When  we  take  into  consideration  the  high  degree  of  concentra- 
tion and  the  peremptory  character  of  the  army  demand,  and  its 
inelasticity,  together  with  the  wiUingness  of  the  Government  to  pay 
any  price  within  reason,  we  may  understand  the  pecuhar  helpless- 
ness and  defenselessness,  if  we  may  so  express  ourselves,  of  the  army 
in  the  face  of  any  possible  conspiracy  of  producers  and  dealers  in 
the  foodstuffs  market.  We  can  then  realize  how  strongly  these  people 
are  tempted  to  pi'ofit  by  such  a  combination  of  circumstances.^ 
Hence,  if  the  Government  finds  itself  in  a  difficult  financial  position, 
or  if  it  hesitates  to  continue  indefinitely  the  use  of  the  printing  press 
to  pay  for  army  orders,  it  resorts,  not  to  a  reduction  of  the  army 
demand,  but  to  measures  tending  to  influence  market  conditions  and 
prices,  adopted  by  the  Government  in  its  capacity  of  maker  of  the 
public  law. 

Consumption  Demand  of  Different  Sections  of  the  Population. 

We  shall  now  briefly  survey  the  changes  observed  in  the  consump- 
tion demand  of  various  sections,  or  groups,  of  the  population  during 
the  War.  In  this  attempt,  we  have  to  rest  satisfied  with  evidence  of 
a  general  character  only,  as  it  is  impossible  to  express  the  consump- 
tion demand  of  the  population  in  definite  figures.  For  this  reason  we 
propose  to  consider  only  such  data  as  may  indirectly  reflect  the 
changes  in  the  monetary  incomes  of  the  population.  For  example, 
great  significance  must  be  attached  to  the  increase  in  deposits  with 
the  State  savings  banks,  and  to  the  growing  value  of  the  securities 
deposited  with  and  administered  by  these  banks.  Table  39  shows 
this  in  detail. 

TABLE  39 

DEPOSITS  IN  THE  STATE  SAVINGS  BANKS 

Cash          Average  deposit  Securities  held 

Date                                deposits          per  depositor  (nominal  value) 

{in  rubles) 

January  1,  1913             1,594,900,000            189  318,300,000 

January  1,  1914             1,685,400,000            199  348,600,000 

January  1,  1915             1,835,000,000            199  401,000,000 

January  1,  1916            2,448,600,000           245  664,400,000 

January  1,  1917  3,769,000,000  ...   

October  1,  1917  4,915,000,000  ...   

^  In  1914-1915,  60  per  cent  of  all  grain  purchases  were  made  through 
the  medium  of  middlemen;  in  1915-1916,  only  50  per  cent. 
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There  was  also  an  increase  in  the  deposits  and  current  accounts 
in  the  State  Bank,  as  well  as  in  the  commercial  joint-stock  banks, 
as  shown  by  Table  40. 


TABLE  40 

DEPOSITS  AND  CURRENT  ACCOUNTS  IN  THE  STATE  BANK 
AND  IN  JOINT-STOCK  BANKS 

Deposits  and  current 
Deposits  and  current       accounts  in  corn- 
accounts  in  the  mercial  joint- 
Date                      State  Bank  stock  banks  Total 

(ire  rubles) 

January  1,  1914  263,100,000  2,410,700,000  2,673,800,000 

January  1,  1915  478,100,000  2,774,600,000  3,252,700,000 

January  1,  1916  954,300,000  3,834,300,000  4,788,600,000 

January  1,  1917         1,379,200,000  6,747,600,000  8,126,800,000 

We  must  recognize  that  the  character  of  bank  deposits  varies 
considerably  and  that  their  increase  is  not  itself  sufficient  ground 
for  definite  conclusions  concerning  the  growth  of  the  money  incomes 
and  savings  of  the  population.  For  instance,  reduced  operations,  or 
the  complete  closing  down  of  certain  business  undertakings  after 
the  declaration  of  war  might  have  liberated  a  great  amount  of 
operating  capital  and  brought  it  into  the  banks.  But  the  effects  of 
this  must  have  been  evident  during  the  first  year  and  a  half  of  the 
War.  It  therefore  seems  certain  that  the  increase  in  bank  deposits 
must  be  regarded  as  proof  of  increased  money  earnings  among  a 
considerable  group  of  the  ui'ban  population  (for  the  peasantry  did 
not,  as  a  rule,  have  any  dealings  with  the  banks).*  Still,  these  sum- 
marized data  regarding  the  growth  of  bank  deposits  cannot  relieve 

*  Tlie  two  preceding  tables  have  been  compiled  from  the  report  of  the 
State  Bank  for  1916;  also,  from  the  Eshegodnik  (Yearbook)  of  the  Min- 
istry of  Finance  for  1916;  from  the  Prilozhenya  {Supplements)  of  tlie 
report  of  the  State  savings  banks,  and  from  the  survey  entitled  Russkie 
Aktsionernie  Kommercheskie  Banki  {Russian  Joint-Stock  Commercial 
Banks),  published  by  the  Committee  of  the  Congresses  of  Representatives 
of  Joint-Stock  Commercial  Banks  in  1917;  see  Narodnoe  Khosyaistvo  v 
1916  Godu,  issue  VII  (statistical  tables,  pp.  172—189),  and  the  article  by 
A.  N.  Sack  in  the  same  publication,  issue  II,  1916,  pp.  31,  33  sqq.  For 
1914,  we  have  taken  the  figure  of  deposits  in  tlie  commercial  banks,  ex- 
cluding nine  such  banks  operating  in  the  occupied  territory. 
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us  of  the  obligation  of  looking  more  closely  into  the  movement  of 
money  incomes  among  the  various  groups  of  the  population.  We 
shall  begin  our  examination  with  the  incomes  of  the  urban  classes. 

The  enormous  profits  of  manufacturers  and  other  business  enter- 
prises that  had  anything  to  do  with  the  supply  of  the  army  are 
beyond  doubt.  There  is  deep  significance  in  the  fact  that  the  revenue 
derived  from  the  tax  on  commerce  and  industr}'  in  1916  was  twice 
as  large  as  that  collected  in  1915,  namely,  445.6  million  rubles  as 
against  212  millions,  or  110  per  cent  more.  M.  Dementiev  offers  the 
following  observations  on  this  point: 

Why  did  the  revenue  from  business  taxation  increase  to  such  a  vast 
extent — by  233.6  million  rubles — in  time  of  war,  when  trade  and  in- 
dustry, at  least  in  so  far  as  they  are  devoted  to  the  gratification  of 
the  daily  needs  of  the  population,  are,  as  a  rule,  in  a  state  of  depres- 
sion because  of  the  scarcity  of  raw  materials  and  fuel,  and  owing  to 
the  suspension  of  communication  with  the  foreign  markets.''  Simply 
because  a  large  number  of  industrial  establishments  were  employed  in 
supplying  the  requirements  of  the  army,  and  were  specially  equipped 
for  this  work.  The  Ministries  of  War,  Marine,  and  others,  having  no 
lack  of  funds  at  their  disposal,  paid  the  bills  of  manufacturers  and  con- 
tractors generously  from  the  credits  assigned  to  them.  Manufacturers, 
large  commercial  establishments,  and  the  various  contractors  and  mid- 
dlemen dealing  with  these  establishments  and  government  officials,  all 
made  large  profits.  ...  It  was  a  part  of  such  profits  earned  at  the 
expense  of  the  Government  that  found  their  way  back  to  the  Treasury 
in  the  shape  of  taxes  on  commerce  and  industry. 

In  reality,  the  mining,  iron,  engineering,  cotton,  wool,  linen,  and 
jute  industries  were  working  at  full  capacity,  at  least  so  far  as  the 
general  scarcity  of  raw  materials  permitted.  There  was  a  depression 
in  the  distillery  business  (and  in  the  industries  converting  mineral 
substances,  owing  to  the  curtailment  of  building  activities,  which 
cut  down  brick  and  cement  production,  and  the  reduced  demand  for 
beer  and  liquor  bottles).  In  those  branches  of  industry  which  sup- 
plied the  market  with  articles  formerly  imported  from  foreign 
countries,  again,  the  situation  was  far  from  critical. 

To  make  the  situation  perfectly  clear,  we  must  add  that  the  de- 
cline in  certain  branches  of  industry  does  not  necessarily  signify 
that  they  are  losing  profits,  as  a  reduced  output  may  be  compen- 
sated by  increased  prices.  A  good  case  in  point  is  the  milling  in- 


CONSUMPTION  DEMAND 


339 


dustry.  In  1916,  when  the  secretariat  of  the  Special  Council  on  Food 
Supply  calculated  the  dividends  and  profits  of  the  flour  mills  during 
the  preceding  war  j^ears,  it  appeared  tluxt  their  financial  returns 
were  excellent,  in  spite  of  the  numerous  obstacles  that  beset  their 
operations.  Nor  did  the  merchants  have  cause  to  complain,  espe- 
cially the  wholesalers,  who  found  the  opportunity  to  accumulate 
large  stocks  of  goods  and  dictate  market  prices.  While  so  many  com- 
modities were  scarce,  this  was,  of  course,  very  easy.  The  retail  mer- 
chants, likewise,  seem  to  have  been  making  large  profits,  for  the 
savings  deposited  in  the  banks  by  members  of  the  conmiercial  classes 
rose  from  149.5  million  rubles  in  1913  to  283.7  millions  in  1915. 
For  1916  we  are  unable  to  furnish  any  figures  of  savings. 

Hand  in  hand  with  increased  profits  of  industrial  and  commercial 
enterprises  went  the  increase  in  the  earnings  of  employees  such  as 
directors,  managers,  etc.,  in  these  enterprises.  Salaries  of  clerks  and 
officials  in  government  institutions  likewise  rose.  As  a  result,  we  find 
that  the  savings  deposits  of  these  classes  of  the  population  also  in- 
creased considerably:  in  1913  they  amounted  to  302.6  million  ru- 
bles, and  in  1915  they  had  risen  to  444.5  millions.^  Army  officers, 
also,  were  paid  more  during  the  War,  so  that  their  families,  who 
lived  mostly  in  the  cities,  found  themselves  with  more  money  at  their 
dis])osal.  The  deposits  of  army  officers  at  the  savings  banks  were: 
1913,  17.2  million  rubles;  1914,  34.5  millions;  and  1915,  65.8  mil- 
lions. Smallest  of  all  was  apparently  the  increase  in  money  incomes 
among  the  clergy  and  domestic  servants. 

To  bring  our  examination  of  the  money  incomes  of  the  urban 
classes  of  the  population  practically  to  comjjletion,  we  still  have  to 
consider  the  wages  of  factory  workers.  It  is  greatly  to  be  deplored 
that  the  lack  of  properly  verified  and  adequate  material  dealing  with 
this  point  leaves  the  whole  matter  still  somewhat  obscure.  On  the  one 
hand,  it  is  safe  to  say  that  the  reduction  in  the  number  of  available 
hands,  owing  to  successive  mobilizations,  ought  to  have  resulted  in 
higher  wages.  On  the  other  hand,  in  the  establishments  engaged  on 
work  for  national  defense,  such  as  munition  works,  etc.,  we  find  a 
certain  counteracting  factor  at  work,  in  the  shape  of  exemption 
from  army  service  for  those  employed  at  such  establishments.  These 
workers  found  themselves  tied  down  to  whatever  place  they  hap- 

^  Civil,  public,  and  private  employees. 
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pened  to  be  working  at,  if  they  wanted  to  benefit  by  the  exemption, 
and  this  naturally  discouraged  them  from  pressing  too  much  for 
higher  wages.  Exemption  from  mihtary  service  granted  to  many 
classes  of  workmen  must  have  considerably  abated  competition 
among  the  employers,  and  must  consequently  have  strongly  counter- 
acted any  increase  in  wages,  especially  as  large  numbers  of  workers 
were  anxious  to  obtain  employment  at  places  where  they  would  be 
granted  such  exemptions. 

At  the  same  time  we  must  not  overlook  the  fact  that  in  many  in- 
dustrial establishments  the  employers  provide  the  workers  with 
dwelling  accommodation,  with  the  possible  result  that  the  general 
rise  of  rents  may  have  had  no  effect  whatever  upon  such  workers. 
Moreover,  during  the  War,  many  factory  administrations  organized 
food  supply  departments  of  their  own,  which  bought  the  food  re- 
quired for  the  employees  and  sold  it  to  them  at  cheap  rates,  assum- 
ing the  resulting  loss.  There  were  instances  where  factory  adminis- 
trations bartered  their  own  products  (e.g.,  plows)  for  grain,  thus 
obtaining  it  more  cheaply  than  they  could  by  purchase  in  the 
market. 

Finally,  toward  the  autumn  of  1916,  the  Minister  of  War  was 
ordered  to  supply  the  men  and  women  employed  in  factories  work- 
ing for  national  defense,  as  well  as  their  families,  with  the  regular 
army  cereal  rations  (amounting  to  86.4  million  puds  of  flour  and 
5.5  million  puds  of  grits  a  year) .  The  meat  supply  for  such  workers, 
likewise,  received  particular  attention  after  the  middle  of  1916.  No 
doubt,  not  all  these  measures  proved  effective,  but  a  great  deal  was 
accomplished  nevertheless  (in  any  case,  before  the  outbreak  of  the 
Revolution).  In  the  matter  of  sugar  supply,  too,  the  workers  were 
placed  in  a  separate  category,  being  entitled  to  increased  rations. 

We  thus  observe,  side  by  side  with  factors  tending  to  keep  wages 
in  national  defense  employments  low,  other  factors,  tending  to  com- 
pensate for  this  disadvantage,  especially  since  the  Government  was 
able  to  buy  foodstuffs  after  the  close  of  1915  at  prices  below  those 
of  the  market. 

Lack  of  adequate  material  makes  it  impossible  for  us  here  to  fur- 
nish a  survey  of  the  movement  in  wages  on  an  all-Russian  scale.  We 
may  refer,  however,  to  figures  illustrating  the  wage  movements  in 
the  Moscow  industrial  region: 


CONSUMPTION  DEMAND 


341 


YEARLY  WAGES  OF  AN  ADULT  MALE  WORKER' 


Year  Rubles  Percentage 

1913  257  100 

1914  263  102 

1915  307  119 


Further  data  supplied  by  the  Factory  Inspection  Service  are  not 
available.  But  in  1916  there  was  evidently  a  considerable  rise  in 
wages.  According  to  the  reports  of  the  Manufacturers'  Association 
of  the  Moscow  industrial  region,  the  movement  in  the  monthly 
wages  of  an  adult  male  worker  between  October,  1915,  and  August, 
1916,  was:^ 

MONTHLY  WAGES  OF  AN  ADULT  MALE  WORKER 


Month 

Rubles 

Percentage 

1915,  October 

4.4.3 

100 

1916,  February 

45.9 

103.6 

June 

74.6 

168.3 

July 

69.7 

157.3 

August 

71.4 

161.1 

After  the  March  Revolution  the  rise  in  wages  was  on  an  extraor- 
dinary scale. 

Workers'  deposits  in  savings  banks  during  the  War  also  showed 
a  tendency  to  increase.  In  1913  these  deposits  amounted  to  72.5 
million  rubles;  in  1914,  76.9  milhons;  in  1915,  97.7  millions  (after 
that,  no  data  are  available). 

All  that  has  been  stated  thus  far  has  reference  only  to  the  money 
earnings  of  the  population.  But  we  must  also  bear  in  mind  that  the 
very  structure  of  the  Russian  family  budget  underwent  a  radical 
transformation  in  the  course  of  the  War,  thanks  to  the  elimination 
of  expenditure  on  liquor.  Prohibition  of  the  sale  of  beer  and  vodka 
made  it  possible  for  the  population  of  the  cities  to  devote  something 
like  400  million  rubles  a  year  to  the  acquisition  of  other  articles,  in- 
cluding foodstuffs. 

®  See  Prokopovich,  op.  cit.,  p.  144;  also  S.  Turin,  Trud  i  Zarahotnaya 
Plata,  in  Trudi  Kommissii  po  Izuchenyu  Prichin  Sovremennoi  Dorogovizni, 
issue  III,  pp.  233-234. 

^  See  Prokopovich,  op.  cit.,  p.  145;  also  R.  Claus,  Die  Kriegswirtschaft 
Russlands,  Bonn  and  Leipzig,  1922,  p.  59. 
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We  may  now  discuss  the  war-time  consumption  demand  of  the 
rural  population.  Here  we  are  fortunate  in  having  at  our  disposal 
more  reliable  and  comprehensive  data  than  we  had  in  respect  of  the 
urban  population. 

The  monetary  earnings  and  resources  of  the  peasantry  increased 
during  the  War  to  an  extraordinary  extent.  To  begin  with,  there 
was  a  radical  transformation  in  the  very  budget  of  the  rural  classes, 
as  a  result  of  liquor  prohibition.  This  in  itself  would  have  been 
sufficient  to  increase  the  cash  resources  of  the  peasants  even  if  its 
aggregate  cash  income  had  remained  stationary,  by  about  600  mil- 
lion rubles  a  year.  Another  factor  was  that  the  peasants  were  paid 
large  sums  for  their  horses,  vehicles,  drivers,  etc.  According  to  a 
calculation  by  M.  Prokopovich,  this  item  alone  yielded  them  ap- 
proximately the  following  sums:  in  1914-1915,  310  million  rubles; 
in  1915-1916,  180  milHons;  and  in  1916-1917,  90  milhons.  Lastly, 
the  allowance  paid  to  families  of  mobilized  men  amounted,  approxi- 
mately, to:  340  million  rubles  in  1914-1915;  585  millions  in  1915- 
1916;  and  1,386  millions  in  1916-1917.  These  families  continued, 
of  course,  to  work  their  farms,  so  that  the  special  allowances  formed 
a  handsome  addition  to  the  money  earnings  of  the  peasantry  during 
the  War. 

When  we  compute  the  cash  resources  of  the  peasants  obtained  as 
a  result  of  this  reduction  of  expenditure  and  increase  of  income,  we 
obtain  the  following  substantial  figures:  1914—1915,  1,250  million 
rubles:  1915-1916,  1,365  millions;  and  1916-1917,  2,076  millions 
(the  aggregate  money  income  of  the  peasantry  in  times  of  peace 
never  exceeded  1,500  million  rubles). 

In  addition  to  the  above  sources  of  income,  the  higher  wages 
yielded  to  the  peasantry  large  amounts  of  cash  during  the  War, 
as  compared  with  normal  times,  for,  while  the  number  of  farm  la- 
borers seeking  employment  outside  their  native  villages  was  greatly 
reduced,  as  explained  elsewhere  in  this  volume,  wages  rose  to  such 
an  extent  that  they  probably  have  increased  the  sum  total  cash 
earnings  of  the  peasantry.  Table  41  shows  the  movement  in  agri- 
cultural wages  during  1915  and  1916. 
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TABLE  41 

INDEX  NUMBERS  OF  AGRICULTURAL  WAGES 
IN  1915  AND  1916« 

Index  number  of  wages  in  1915      Index  number  of  wages  in  1916 
(wages  in  1909-191S  =  100)  {wages  in  1915  -  100) 


Male 

Male 

worker 

Male 

worker 

Male 

with 

worker 

Female 

with 

worker 

Female 

Zones  and  regions 

horse 

alone 

worker 

horse 

alone 

worker 

Zones : 

Black-earth  zone 

169 

169 

159 

171 

185 

166 

Other  zones 

165 

168 

146 

195 

206 

202 

Resions: 

o 

Southwest 

152 

147 

135 

180 

171 

195 

Ukraine 

174 

179 

166 

176 

186 

156 

Central  Agricultural 

178 

182 

148 

179 

185 

156 

Middle  Volga 

182 

148 

160 

175 

188 

177 

Novorossisk 

165 

185 

169 

149 

171 

163 

Southeast 

162 

172 

174 

154 

157 

158 

Baltic 

117 

115 

120 

165 

163 

164 

White  Russia 

157 

181 

154 

209 

221 

196 

Lake 

176 

173 

180 

205 

221 

233 

Industrial 

173 

283 

157 

192 

199 

193 

Northern 

196 

144 

147 

216 

203 

214 

Northeast 

199 

174 

171 

166 

193 

216 

We  may  cite,  furthermore,  data  supplied  by  the  secretariat  of  the 
Special  Council,  illustrating  the  rise  of  wages  during  the  spring 
and  summer  season  of  1916,  as  compared  with  wages  during  the 
period  1909-1913.  The  figures  for  1916  were  obtained  from  the 
zemstvos,  while  those  for  1909-1913  are  from  the  publications  of 
the  Ministry  of  Agriculture. 

*  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V— VI,  p.  6.  The  black- 
earth  zone  includes  the  following  regions:  southeast,  Ukraine,  central  agri- 
cultural, middle  Volga,  Novorossisk,  southeast;  "other  zones" — Baltic, 
White  Russia,  lake,  industrial,  northern,  northeast. 
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TABLE  42 

INDEX  NUMBERS  OF  AGRICULTURAL  WAGES  IN  THE 
SPRING  AND  SUMMER  OF  1916» 

(Wages  in  1909-1913  =  100) 

Male  worker     Male  worker  alone  Female  worker 


with  horse. 

maintained 

maintained 

self-main- 

self-main- 

by 

self-main- 

by 

VllllllllU 

CTTl'ployCT 

taining 

employer 

Volga 

206 

220 

233 

159 

154 

Novorossisk 

204 

274 

265 

227 

225 

Southwest 

238 

293 

215 

204 

Ukraine 

227 

244 

233 

191 

168 

Central  Agricultural: 

Group  I 

286 

305 

292 

240 

196 

Group  II 

301 

315 

343 

305 

296 

Ural 

302 

327 

267 

238 

229 

White  Russian 

314 

375 

413 

310 

308 

Industrial 

335 

314 

315 

261 

250 

Northern  and  Lake 

369 

382 

456 

355 

358 

Baltic 

205 

209 

202 

203 

195 

The  two  preceding  tables  require  no  further  commentary,  par- 
ticularly as  they  are  based  upon  extensive  data  covering  all  the 
provinces  of  European  Russia.  The  only  thing  deserving  special 
notice  is  the  fact  that  in  1916  the  rate  of  growth  in  wages  was  more 
rapid  than  in  1914—1915.  In  the  black-earth  zone,  the  employment 
of  prisoners  of  war  was  a  factor  in  checking  the  rise. 

Finally,  a  steady  increase  in  the  jorices  of  agricultural  produce 
also  helped  to  swell  the  cash  earnings  of  the  rural  population  during 
the  War.  This  aspect  of  the  question,  however,  is  very  complicated, 
since  the  rise  in  these  prices  is  itself  in  part  a  result  of  increasing 
money  resources  among  the  peasants,  as  well  as  of  the  attitude  de- 
veloped among  them  by  this  increase  in  money.  Considered  as  a 
separate  factor,  a  rise  in  the  prices  of  agricultural  produce  could 

^  See  Mater y all  po  Voprosu  oh  Ustanovlenii  Tverdikh  Tsen  na  KJilehnii 
Produhti  do  Urozhaya  1917  Goda  {Materials  for  the  Introduction  of  Fixed 
Prices  until  the  Harvest  of  1917),  Petrograd,  1916,  Part  I,  Appendix,  Ta- 
ble 3;  also  ibid..  Part  II,  pp.  202,  224.  The  division  of  the  provinces  of  the 
central  agricultural  region  into  two  groups  is  due  to  the  difference  in  the 
labor  conditions.  Group  I  includes  the  provinces  of  Voronezh,  Kursk,  Tam- 
bov, Penza,  and  Simbirsk;  Group  II,  the  provinces  of  Orel,  Tula,  Ryazan, 
and  Kaluga. 
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have  added  to  the  money  earnings  of  the  peasantry  only  so  long  as 
they  remained  passive  in  the  face  of  a  market  situation  that  was 
shaping  itself  irresistibly,  leading  to  an  advance  in  prices  regardless 
of  what  the  peasants  might  do  to  promote  it.  But  to  the  extent  to 
which  the  peasants,  by  withholding  their  produce  so  as  to  reduce 
the  effective  supply  in  the  market  as  compared  with  the  possible 
supply,  were  contributing  to  the  rise  in  prices;  and  to  the  extent 
to  which  such  retention  of  produce  was  the  sign  of  their  already 
strong  economic  position,  that  is,  the  possession  of  abundant  funds ; 
to  this  extent  the  rise  in  the  prices  of  agricultural  produce  was  itself 
a  consequence  of  the  increase  in  the  cash  resources  of  the  peasantry, 
although  it  led  at  the  same  time  to  further  increases  in  their  money 
incomes  and  to  a  further  strengthening  of  the  position  in  the  mar- 
ket of  the  small-scale  producer. 

We  must  add,  however,  that  the  increase  in  cereal  prices  was  not 
everywhere  a  factor  contributing  to  the  money  incomes  of  the 
peasantry.  As  a  matter  of  fact,  in  a  large  part  of  the  countr}^  out- 
side the  black-earth  zone,  the  peasants  have  not  enough  cereals  to 
satisfy  their  own  wants,  and  during  the  latter  part  of  the  agricul- 
tural year  they  are  forced  to  buy  them  in  the  open  market.  In  these 
sections  of  the  country,  therefore,  rising  grain  prices  signify,  for 
the  local  peasants,  not  increased  earnings,  but,  on  the  contrary,  in- 
creased expenditure.  Nevertheless,  for  a  great  proportion  of  the 
peasantry  the  opposite  remains  true.  Therefore,  upon  the  whole, 
rising  cereal  prices  resulted  in  rapidly  growing  cash  earnings 
among  the  peasants.  In  the  parts  of  the  country  outside  the  black- 
earth  zone  where  the  peasants  had  to  buy  extra  grain  for  their  own 
wants,  they  found  some  compensation,  besides  those  mentioned  in  the 
preceding  paragraphs,  in  the  higher  prices  which  they  obtained  for 
other  agricultural  products  that  they  happened  to  be  raising,  such 
as  fodder,  flax,  hemp,  dairy  products,  etc. 

One  of  the  proofs  of  an  increase  in  available  cash  resources  among 
the  peasants  during  the  War  may  be  found  in  the  growth  of  the 
sums  deposited  with  the  savings  banks,  in  spite  of  the  well-known 
fact  that  the  Russian  peasant  prefers  to  hoard  his  savings  rather 
than  entrust  them  to  a  bank.  The  growth  of  the  deposits  belonging 
to  persons  engaged  in  rural  occupations  was  as  follows:  1913,  480.2 
milhon  rubles;  1914,  501.6  millions;  1915,  637.7  miUions. 

It  seems  to  us  that,  when  all  the  foregoing  is  kept  in  mind,  there 
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can  hardly  be  room  for  doubt  that  the  War  produced  a  profound 
change  in  the  condition  of  the  peasantry.  Before  the  War,  when 
people  ventured  to  speculate  on  the  effects  a  war  might  possibly  pro- 
duce upon  the  national  economy,  the  displacement  that  might  take 
place  in  the  hfe  of  the  peasantry  was  totally  left  out  of  considera- 
tion. 

Taking  the  market  in  foodstuffs  as  a  whole,  we  may  say  that  the 
increase  in  money  resources  in  the  rural  sections  of  the  country  had 
far-reaching  consequences.  In  the  first  place,  this  increase  resulted 
in  a  heavier  consumption  of  their  own  produce  by  the  peasants. 
Naturally,  this  could  occur  only  in  those  peasant  households  which 
produced  more  than  they  usually  consumed.  Others,  which  did  not 
produce  enough  for  their  wants,  were,  of  course,  not  able  to  in- 
crease the  consumption  of  their  own  products.  But  they  presented 
at  the  same  time  a  heavier  demand  upon  the  market. 

The  situation,  therefore,  was  as  follows.  Those  peasants  who  were 
marketing  their  products  curtailed  their  market  supply  because  of 
their  increasing  "latent"  demand  for  these  products,  that  is,  their 
own  home  consumption.  On  the  other  hand,  those  peasants  who  did 
not  produce  all  that  they  themselves  required  were  making  a  heavier 
demand  upon  the  market,  they  increased  the  visible  demand.  Both 
classes  of  the  peasantry  strove  to  increase  their  home  consumption ; 
but  while  the  one  managed  this  easily  by  curtailing  the  supply  of  its 
produce  to  the  market,  the  other  was  striving  to  attain  the  same 
result  by  making  an  increased  demand  upon  the  market.  It  is  evi- 
dent that  the  first  group  was  in  a  more  favorable  position  than  the 
second,  since  the  latter,  in  its  striving  for  heavier  consumption,  de- 
pended upon  general  conditions  prevailing  in  the  market.  Both 
phenomena — heavier  latent  demand,  as  well  as  heavier  visible  de- 
mand— could  not  but  contribute  to  the  rise  in  the  prices  of  agri- 
cultural produce. 

Let  us  study  the  latent  demand  at  some  length.  The  least  change, 
it  is  to  be  assumed,  was  observed  in  the  latent  demand  for  cereals, 
since  these  always  formed  the  staple  article  of  food  among  the  peas- 
ants and  the  demand  for  them  could  be  satisfied  more  completely 
than  that  for  other  foodstuffs.  Today  it  is  no  longer  easy  to  ascer- 
tain the  movement  in  cereal  consumption  among  the  peasantry  dur- 
ing the  War.  Certain  data  cited  by  Kondratev  on  the  consumption 
of  rye  in  five  producing  provinces  would  seem  to  indicate  an  in- 
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crease  of  about  15  per  cent  in  the  1915  consumption  over  that  of 
1911—1913.  We  are  not  aware  of  the  process  by  which  these  figures 
were  obtained,  but  we  surmise  that  they  include,  for  1915,  part  of 
those  supplies  which  were  kept  by  the  peasants  off  the  market,  but 
which  they  did  not  at  the  same  time  use  for  themselves.  For  our  own 
part,  we  are  inclined  to  think  that  the  consumption  of  cereals  by  the 
peasantry  in  the  producing  areas  increased  only  slightly  during 
the  War,  say,  5  to  10  per  cent. 

The  situation  was  different,  however,  in  respect  of  other  articles 
of  food,  such  as  meat,  milk,  butter.  As  has  been  pointed  out  earlier 
in  this  volume,  in  normal  times  the  Russian  peasant  used  but  little 
meat  in  his  diet.  During  the  War,  however,  there  was  a  great  change 
in  this  respect.  Thus  we  read: 

The  population,  having  suddenly  had  its  money  resources  increased 
thanks  to  the  cessation  of  the  sale  of  liquor  and  to  the  special  allow- 
ances paid  to  families  of  soldiers,  took  the  opportunity  to  nourish  it- 
self better,  turning  in  the  first  place  to  meat ;  according  to  data  sup- 
plied by  some  of  the  zemstvos,  meat  consumption  in  the  rural  districts 
has  increased  150  to  200  per  cent.^° 

Another  factor  in  the  situation  was  that  the  increase  in  the 
available  money  resources  of  the  rural  population  led  to  a  heavier 
demand  by  the  latter  for  foodstuffs  that  they  themselves  did  not 
produce.  This  formed  the  visible  demand  of  the  peasantry  upon  the 
market  in  foodstuffs.  The  objects  of  this  demand  were  sugar,  the 
better  grades  of  wheat  flour,  herrings,  vegetable  oils,  and  some  other 
commodities. 

The  demand  for  sugar  increased  vastly  among  the  peasants  dur- 
ing the  War.  The  Food  Supply  Commissioner  of  Kazan,  for  in- 
stance, had  many  interesting  details  to  report  in  this  respect  at  the 
close  of  1915.  In  his  travels  through  the  province  he  was  struck  by 
the  fact  that  the  inhabitants  were  willing  to  pay  very  high  prices 
for  sugar,  which  they  were  buying  heavily.  The  same  phenomenon 
was  observed  also  among  the  retail  merchants.  In  the  city  of  Kazan 
the  merchants  were  afraid  to  sell  sugar  at  more  than  20  copecks  a 
pound,  but  in  the  country  districts  they  were  selling  it  at  greatly  in- 
creased prices.  The  minutes  of  the  proceedings  of  the  Sugar  and 
Tea  Commission  tell  us  that  there  was  an  enormous  increase  in  the 

^'^  See  Ohzor  Deyatelnosti  Osohago  Soveshchanya  po  Prodovolstvyu,  p. 

92. 
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demand  for  tea  and  sugar.  In  1914  and  1915,  for  instance,  four 
times  more  granulated  sugar  was  brought  into  Kazan  province  than 
in  other  years. The  candy  factories  of  Kazan  were  striving  in 
every  possible  way  to  enlarge  their  production,  investing  substantial 
amounts  of  money  in  machinery,  and  even  in  the  villages  scores  of 
small  establishments  had  appeared,  making  aU  kinds  of  sweets  by 
hand.  This  increase  in  the  prosperity  of  the  peasants,  as  of  the  rest 
of  the  population,  brought  with  it  a  heavy  demand  for  grits,  millet, 
vegetable  oils,  etc.^^ 

The  Orenburg  provincial  council  on  food  supply  decided  in  1915 
upon  an  extension  of  price  control  to  articles  of  prime  necessity  in 
the  rural  districts,  since  price  regulation  in  the  cities  simply  resulted 
in  an  enormous  divergence  between  city  and  country  prices.  There 
were,  furthermore,  instances  in  which  sugar  and  salt,  despite  the 
acute  shortage  of  these  articles,  Avould  be  sent  from  the  city  to  rural 
districts,  there  to  be  disposed  of  at  arbitrarily  high  prices. 

We  may  sum  up  as  follows  what  has  been  said  here  with  reference 
to  the  growth  of  money  resources  among  the  peasants  and  the  re- 
sults of  this  growth. 

Thanks  to  the  elimination  of  the  expenditure  on  liquor,  the  vast 
sums  received  in  allowances  from  the  Government  for  the  families 
of  the  soldiers,  and  the  high  wages,  the  peasants  felt  at  liberty  to 
dispose  of  their  produce  to  better  advantage.  Freed  from  the  former 
pressure  of  money  scarcity  and  relieved  of  the  necessity,  therefore, 
of  selling  their  produce  at  any  price,  they  were  able  to  increase  their 
home  consumption  of  such  articles,  and  this  naturally  reduced  the 
potential  supply  of  these  articles  in  the  market.  Further,  their  larger 
money  resources  made  it  easier  for  the  peasants  simply  to  refuse  to 
sell  whenever  that  seemed  the  more  advantageous  course,  and  thus 
to  reduce  the  effective  supply  below  the  potential  supply.  Both  these 
circumstances,  together  with  the  general  market  situation,  neces- 

"  This  seems  too  high  a  figure.  Other  sources  speak  of  only  twice  the 
normal  amount. 

^- See  Obshchya  Soohrazhenya  o  Prichinakh  Dorogovizni  {General  Con- 
siderations on  the  Causes  of  the  High  Cost  of  Living),  p.  36. 

Ibid.,  p.  36;  see  also  Svedenya  o  Polozhenii  Prodovolstvennago  Dela  v 
Petrogradc,  Moskxce,  i  Drugikh  Mestnostyakh  Imperii  na  29  Yanvarya  1916 
Goda  {Data  on  the  Condition  of  Food  Supply  in  Petrograd,  Moscow,  and 
Other  Parts  of  the  Country  on  January  29,  1916),  published  by  the  Special 
Council  on  Food  Supply,  Petrograd,  1916,  p.  17. 
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sarily  raised  prices  of  farm  produce,  and  this  alone  was  sufficient  to 
increase  still  further  the  flow  of  money  into  the  rural  districts, 
strengthening  the  peasant's  position  in  the  market.  At  the  same  time 
the  available  cash  resources  of  the  peasantry  stimulated  a  gro^v'th 
in  the  visible  demand  of  the  rural  population  for  foodstuffs  that 
they  themselves  did  not  produce,  but  had  to  seek  in  the  open  market. 
In  so  far  as  the  cash  resources  of  the  peasants  were  a  result  of  the 
high  prices  of  their  own  produce,  it  goes  to  show  that  the  dearness 
of  one  commodity  may  be  imparted  to  other  commodities,  through 
the  changes  in  the  money  resources  and  expenditure  of  certain 
groups  of  the  population. 

Conclusion. 

The  entire  situation  may  be  summarized  in  this  manner.  The 
visible  demand  for  foodstuffs  during  the  War  underwent  some  very 
great  changes.  In  the  first  place,  there  was  eliminated,  either  en- 
tirely or  in  a  considerable  measure,  the  demand  of  the  foreign  con- 
sumer, particularly  in  the  case  of  cereals,  where  the  foreign  export 
sank  so  low  that  we  may  simply  ignore  it  altogether. 

In  the  second  place,  an  immense  army  came  into  being,  and  its 
demand  was  far  in  excess  of  the  normal  demand  of  the  people  who 
composed  it.  In  the  case  of  certain  foodstuffs,  such  as  sugar,  meat, 
grits,  this  excess  was  very  heavy.  The  demand  of  the  army  for  grain 
fodder,  likewise,  was  unusually  high.  Moreover,  there  were  certain 
peculiar  features  about  the  army  demand  which  tended  to  make  it 
an  imj)ortant  factor  in  tlie  advance  of  prices. 

In  the  third  place,  tlie  demand  presented  to  the  market  in  food- 
stuffs by  the  urban  population  can  hardly  have  diminished  during 
the  War,  in  so  far  as  it  may  be  inferred  from  the  increase  in  savings 
and  bank  accounts.  Certain  classes  of  consumers  were  unquestion- 
ably in  a  position  to  keep  their  demand  at  the  usual  level,  or  even 
raise  it  (for  instance,  to  lay  in  reserve  supplies),  without  restricting 
their  demand  for  commodities  other  than  food.  Other  classes  of 
urban  consumers  probably  found  some  difficulty  in  keeping  up  their 
usual  level  of  demand.  To  do  so  would  no  doubt  absorb  not  only  the 
entire  increase  in  their  incomes  and  all  free  cash  resources  left  at 
their  disposal  by  the  elimination  of  the  liquor  item  from  their 
budgets,  but  would  probably  oblige  them  to  restrict  in  a  large  meas-  1 
ure  their  consumption  of  a  number  of  articles  other  than  foodstuffs. 
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Fourthly,  and  lastly,  the  visible  demand  of  the  peasants  for  com- 
modities not  produced  by  themselves  undoubtedly  increased  heavily 
(sugar,  tea,  high-grade  wheat  flour,  vegetable  oils,  etc.).  There  was, 
moreover,  an  increase  in  the  visible  demand  of  the  peasantry  for 
farm  produce  in  parts  of  the  country  that  did  not  raise  enough  for 
home  consumption.  As  to  the  invisible  (latent)  demand  of  the 
peasantry  in  areas  yielding  adequate  supplies  of  food,  there  is  no 
doubt  that  it  increased  heavily,  especially  the  demand  for  meat  and 
dairy  produce. 


CHAPTER  VII 


PROBABLE  RATIO  OF  POTENTIAL  SUPPLY  AND 
ORDINARY  CONSUMPTION  DEMAND 

Difficulties  of  the  Problem. 

On  the  basis  of  the  data  of  Chapter  VI,  we  may  advance  a  proposi- 
tion that  seems  incontestable  and  will  provide  us  with  a  point  of 
departure  for  further  study.  It  is  that,  both  the  producer  and  the 
consumer  were  able  throughout  the  war  period,  thanks  to  the  state 
of  their  money  resources,  to  maintain  their  demand  (latent  in  one 
case  and  visible  in  the  other)  at  the  level  of  peace-time  consumption, 
notwithstanding  the  rise  in  prices  that  has  been  noted.  While  we  do 
not  intend  to  say  that  every  form  of  this  demand  could  actually  be 
met,  we  believe  this  proposition  to  be,  on  the  whole,  indisputable. 
There  i*emains  only  the  question  of  whether  there  did  not  exist  dur- 
ing the  War  an  increased  latent  consumption  demand,  in  addition 
to  the  increased  visible  ordinary  consumption  demand.  We  shall 
endeavor  to  elucidate  this  point. 

Still,  we  cannot  shut  our  eyes  to  the  extreme  difficulties  in  the  way 
of  such  an  attempt.  We  ought,  in  reality,  to  trace  the  price  move- 
ment in  chronological  order,  taking  account  of  its  probable  reaction 
upon  production  and  earnings,  and,  consequently,  upon  the  poten- 
tial supply  and  the  ordinary  consumption  demand.  Indeed,  if  we 
were  to  assume  that  prices  at  the  beginning  of  the  War  were  deter- 
mined by  the  relation  between  ordinary  consumption  demand  and 
potential  supply ;  and  if  we  were  to  arrive  at  the  conclusion  that,  in 
these  circumstances,  prices  would  have  to  decline,  it  would  follow 
that,  during  the  ensuing  period,  we  should  have  to  reckon  with  some 
imaginary  rather  than  actually  existing  production  and  so  forth, 
such  as  existed  while  prices  were  in  fact  higher.  It  is  obvious  that 
we  should  then  at  each  succeeding  moment  find  ourselves  deeper  and 
deeper  in  the  realm  of  purely  fantastic  speculation. 

There  is,  however,  a  way  of  avoiding  this  slippery  path  by  limit- 
ing the  scope  of  our  investigation  in  the  following  manner:  assum- 
ing that  price  is  determined  by  the  ratio  between  ordinary  con- 
sumption demand  and  potential  supply,  we  may  merely  try  to 
demonstrate  that,  at  each  particular  moment,  under  existing  cir- 
cumstances (and  regardless  of  what  the  cause  might  have  been  pre- 
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viously),  there  is  no  cause  for  a  further  rise  in  the  price  of  some 
produce. 

Let  us  try  to  apply  this  method  to  the  cereal  market.  In  this  in- 
stance we  may  adopt  either  of  two  possible  courses.  We  may  take 
the  grain  harvest  for  each  year  of  the  War,  deduct  from  that  the 
amount  used  for  seed  and  the  consumption  of  the  producers  them- 
selves (reckoning  it  on  the  peace-time  basis),  and  then,  having  thus 
obtained  the  volume  of  potential  supply,  set  this  against  the  amount 
of  cereals  required  by  those  inhabitants  who  either  produce  none  at 
all  or  only  in  quantities  insufficient  to  meet  their  requirements  (here, 
again,  we  should  take  peace-time  figures  as  the  basis  of  our  calcula- 
tion). In  this  manner  we  obtain  something  approximating  to  the 
presumable  ratio  between  potential  supply  and  ordinary  consump- 
tion demand  during  the  War,  making,  it  is  true,  certain  allowances 
as  regards  the  volume  of  consumption  demand  (latent  and  visible). 
All  that  remains  to  be  done  after  this  is  to  verify  the  allowances 
made  for  latent  and  visible  ordinary  consumption  demand.  This 
would  be  one  way  of  proceeding. 

We  may,  however,  adopt  another  course,  and  while  it  may  seem 
cruder,  it  has  the  advantage  of  being  more  accurate.  We  may  set 
against  the  total  production  the  total  consumption  demand,  both 
latent  and  visible,  reckoned  on  the  basis  of  peace-time  consumption. 
This  reveals  at  once  the  surplus  (excess  of  production  over  con- 
sumption demand),  or  deficit  (excess  of  consumption  demand  over 
production),  of  cereals  during  the  War.  In  this  way  we  obtain  most 
reliable  data  regarding  the  per  capita  peace-time  consumption  with- 
out division  into  urban  and  rural  consumers. 

This  should  not  be  taken  to  mean  that  no  attempt  was  made  in 
Russia  to  arrive  at  consumption  rates  for  urban  and  rural  popula- 
tion separately.  There  certainly  was  such  an  attempt,  but  it  was 
confined  to  a  limited  number  of  provinces,  covering  different  years 
previous  to  the  War,  and,  besides,  these  statistics  were  inaccurate. 
This  is  why  M.  Demosthenov  during  the  War  recommended  to  the 
secretariat  of  the  Special  Council  on  Food  Supply  the  following 
method  of  ascertaining  peace-time  rates  of  consumption. 

MetJiod  of  Ascertaining  Feace-Time  Consumption. 

For  each  separate  province  of  the  country  the  receipts  and  dis- 
patches of  foodstuffs  by  rail  and  water,  as  well  as  exports  and  im- 
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ports  cleared  by  the  customhouses,  are  ascertained.  Balancing  all 
these  movements  of  foodstuffs,  we  obtain  the  net  figures  for  dis- 
patches or  receipts  for  each  separate  province.  Deducting  from  the 
total  production  of  each  province  its  net  dispatches,  wherever  there 
have  been  any  at  all,  we  then  obtain  the  consumption  figure  for  that 
province.  Knowing  the  population  figures,  we  can  easily  establish 
the  per  capita  consumption  rate.  On  the  other  hand,  if  there  has 
been  a  net  receipt  from  the  outside,  this  is  added  to  the  local  pro- 
duction figures,  thus  furnishing  the  consumption  figure.  Rates  of 
consumption  computed  by  this  method  have  the  peculiarity  that  the 
figures  for  certain  foodstuffs  include  not  only  the  amount  required 
for  personal  consumption,  but  also  for  productive  purposes,  as,  for 
instance,  seed,  and  it  is  very  important  to  bear  this  in  mind.  More- 
over, such  rates  of  consumption  will  be  found  to  include  also  those 
stocks  of  foodstuffs  which  it  was  customary  for  the  inhabitants  to 
keep  in  hand ;  in  other  words,  they  will  be  found  particularly  useful 
in  judging  of  the  ordinary  consumption  demand. 

On  the  other  hand,  these  rates,  in  the  case  of  some  products,  rep- 
resent relative  quantities,  affected  by  the  inaccurac}'  of  the  sta- 
tistics of  production.  For  example,  the  underestimated  cereal  har- 
vest figures  of  the  Central  Statistical  Committee  undoubtedly  left 
their  mark  upon  the  rates  of  consumption.  But  the  very  fact  that 
the  rates  thus  obtained  agree  with  the  figures  of  production  must  be 
regarded  as  their  great  merit,  making  them  particularly  useful  for 
ascertaining  the  surplus  and  deficit  of  cereals  in  any  current  year, 
provided  that  the  statistics  of  production  are  from  the  same  source 
(and  this  happens  to  be  so) .  M.  Demosthenov  accordingly  collected 
and  arranged  these  data,  so  as  to  establish  the  annual  average  con- 
sumption of  the  chief  cereals,  for  the  period  1908-1911.^  INI.  Yash- 
nov  followed  this  up  with  his  own  work  of  the  same  nature  for  the 
five-year  period  1909-1913,  which,  incidentally,  shows  unusually 
high  harvests  and  normal  consumption."  Hereafter  we  shall  take  the 
figures  for  1909-1913  as  our  base. 

^  See  Materyali  dlya  Suzhdenya  o  Srednikh  za  1908-1911  Vivoze  i  Vvoze 
Glavneishikh  Prodovolstvennikh  Produhtov  (Materials  for  Judging  the 
Average  Imports  and  Exports  of  Cereals  for  the  Period  1908-1911),  Pet- 
rograd,  1916. 

-  See  Proizvodstvo,  Perevozki  i  Potreblenie  Khlehov  v  Rossii,  1909-191S 
(Production,  Transport,  and  Consumption  of  Grain  in  Russia,  1909-1913), 
issue  I,  Petrograd,  1916. 
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The  figures  of  surpluses  and  shortages  of  cereals  for  the  entire 
war  period,  taking  into  account  the  movement  of  the  population 
and  the  requirements  of  the  army,  were  computed  carefully  by  M. 
Kondratev/  and  are  as  follows: 


Year 

1914-  1915 

1915-  1916 

1916-  1917 

Total 


TABLE  43 

SURPLUSES  AND  DEFICITS  OF  CEREALS 

Food  Orits        Miscellaneous  Fodder 

cereals  cereals  cereals  grams  Total 

(in  thousands  of  jmds) 

+  502,867.0    —24,076.1      +60,443.2       +64,324.6  +593,558.7 

+  767,666.7    +31,864.8      +51,268.0       +93,668.6  +944,468.1 

+7,641.6     —10,583.5      +26,033.2     —111,806.2  —88,714.9 


Potatoes 

+268,111 
+350,364 
—  103,060 


+  1,278,175.3      -2,794.8    +137,744.4       +36,187.0    +1,449,311.9  +515,416 

If  we  assume  that  the  aggregate  consumption  demand  (both 
latent  and  visible)  of  the  population  was  not  larger  than  the  peace- 
time consumption ;  that  the  seed  requirements  were  the  same  as  be- 
fore; and  that  the  grain  producers  were  not  accumulating  stocks, 
but  marketing  everything,  except  their  own  requirements  in  grain, 
according  to  peace-time  standards  of  consumption — if  we  make 
these  assumptions,  it  appears  from  the  above  table  that  there  should 
have  been  a  considerable  reduction  of  prices  during  the  War,  at 
least  so  far  as  certain  kinds  of  cereals  were  concerned. 

Such  a  conclusion  becomes  the  more  certain  because  the  surpluses, 
calculated  above*  on  the  assumption  that  the  producers  retain  only 
as  much  as  is  needed  for  their  own  consumption  and  for  use  as  seed 
and  other  productive  purposes,  would  figure  in  the  market  only 
against  the  visible  demand,  and  not  against  the  aggregate  latent  and 
visible  consumption  demand.  The  visible  demand  is  of  very  small 
volume  as  compared  with  the  total  harvest  of  cereals  and  the  amount 
consumed  by  the  producers  themselves.  This  signifies  that  the  pres- 
sure upon  the  market,  and  upon  prices,  exerted  by  the  cereal  sur- 
pluses wliich  we  have  computed  would  have  been  very  great. 

To  afford  merely  an  approximate  idea  of  the  proportion  of  "com- 

^  See  Kondratev,  op.  cit.,  pp.  44,  68.  A  computation  of  the  surplus  or 
shortage  of  cereals  during  the  War  was  also  prepared  by  the  Special  Coun- 
cil on  Food  Supply.  On  the  whole,  we  consider  the  figures  of  M.  Kondratev 
the  most  reliable. 

*  Surpluses  over  tlie  total  requirement  of  tlie  country. 
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modity"  grain,  that  which  was  intended  for  sale  in  the  open  market, 
to  the  gross  harvest,  we  give  the  following  figures  of  the  volume  of 
cereals  conveyed  by  rail  and  water  during  the  period  1909-1913: 

TABLE  44. 

QUANTITIES  OF  GRAIN  CONVEYED  BY  RAIL  AND  WATER 


j\.  iiiU'  oj  u rtiiif/ 

Transported  by  rail  and  water 

{in  puds) 

(in  puds) 

{percentage) 

Food  grain: 

2,783,713,200 

591,993,200 

21.3 

Rye 

1,429,605,800 

137,747,800 

9.6 

Wheat 

1,354,107,400 

454,245,400 

33.5 

Fodder  grain: 

1,635,403,900 

377,339,600 

23.1 

Oats 

964,720,900 

189,618,800 

19.7 

Barley 

670,683,000 

187,720,800 

28.0 

Grits  grain: 

232,275,700 

16,208,200 

7.0 

Miscellaneous: 

196,134,800 

65,917,200 

33.6 

Potatoes : 

2,139,418,500 

48,873,000 

2.3 

Total: 

6,986,946,100 

1,100,331,200 

15.8 

All  "commodity"  grain,  it  is  true,  does  not  reach  the  railways  and 
waterways,  but  most  of  it  does. 

Bearing  all  these  facts  in  mind,  we  can  easily  imagine  the  state  of 
affairs  in  the  grain  market  when  it  has  a  supply  exceeding  the  de- 
mand by  hundreds  of  millions  of  puds.  It  was  just  such  a  condition 
that  M.  Blocli,  already  mentioned  above,  and  some  agriculturists, 
conceived  as  bound  to  arise  at  the  outbreak  of  war.  Thev  felt  cer- 
tain  that  the  jjeasants  would  send  to  market  every  pound  of  grain 
in  excess  of  their  ordinary  requirements,  in  other  words,  that  po- 
tential supply  would  surely  become  effective  supply.  To  us,  however, 
all  that  has  been  stated  above  is  only  in  the  nature  of  surmise  and  a 
method  of  facilitating  an  analysis  of  the  various  factors  in  the  move- 
ment of  prices. 

Thus  far  we  have  failed  to  consider  two  other  factoi-s:  (1)  the 
underestimated  totals  of  the  1916  hai'vest,  as  a  result  of  which  we 
find  the  agricultural  year  1916-1917  to  be  a  deficit  year,  when,  as 
a  matter  of  fact,  we  are  perfectly  safe  in  saying  that  1916,  so  far 
from  being  a  deficit  year  (taking  the  aggregate  of  all  grains),  gave 
even  a  slight  surplus,  and  (2)  foreign  exports.  We  have  already 
learned  that  exports  to  foreign  markets  fell  off  considerably  during 
the  War.  It  is  only  for  1914  that  the  grain  export  seems  impressive, 
but  we  must  remember  that  nearly  the  entire  volume  for  that  year 
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was  shipped  during  the  first  half,  previous  to  the  declaration  of 
war.  We  may  therefore  assert  that  exjDorts  practically  ceased  dur- 
ing the  years  of  the  War,  particularly  if  we  take  the  net  figures, 
that  is  to  say,  if  we  deduct  imports  from  exports.  The  total  of  the 
net  exports  during  the  three  years  of  the  War  is  not  larger  than  the 
underestimate  of  the  grain  harvest  in  1916.  We  may,  therefore, 
assume  that  the  two  factors  mentioned  above  (underestimated  har- 
vests and  net  exjDorts)  offset  and  neutralized  one  another,  and  we 
are  thus  able  to  ignore  them  entirely  in  our  further  discussion. 

We  have  so  far  considered  grain  in  general.  We  must  now  discuss 
the  various  kinds  and  groups  separately.  At  the  same  time  we  shall 
have  to  ascertain  the  influence  that  might  have  been  exerted  upon 
grain  surpluses  by  the  increase  in  consumption  demand  (latent  and 
visible)  above  the  rates  of  consumption  observed  in  time  of  peace,  if 
there  was  such  an  increase. 

The  total  surplus  of  food  grains  during  the  three  years  of  the 
War,  assuming  that  the  consumption  demand  was  the  same  as  be- 
fore the  War,  reached  the  immense  figure  of  1,278,100,000  puds. 
This  amounts  to  about  20  per  cent  of  the  total  requirement  of  the 
country  during  the  entire  period,  including  grain  for  seed  and 
other  productive  uses.  But  the  demand  for  seed  could  not  have  in- 
creased, in  view  of  the  reduced  area  under  crops.  Moreover,  the  ordi- 
nary consumption  demand  of  a  considerable  portion  of  city 
consumers  (merchants,  manufacturers,  government  officials,  clerks, 
etc.)  hardly  tended  to  increase  greatly  above  the  peace-time  con- 
sumption, as  the  latter  had  always  been  sufficiently  provided  for. 
And  as  regards  other  classes  of  the  urban  population  (for  instance, 
working  people),  an  extension  of  their  consumption  demand  beyond 
the  limits  of  peace-time  consumption  might  have  been  rendered  diffi- 
cult by  an  inadequate  increase  in  their  money  earnings.  No  doubt, 
after  one  or  two  years  of  war,  when  so  many  non-cereal  foodstuffs 
had  become  scarce,  the  cereal  demand,  if  not  actual  consumption, 
of  the  urban  population  might  have  slightly  increased. 

Still,  if  we  were  to  assume  that  the  entire  surplus  of  grain  com- 
puted above  was  actually  absorbed  by  an  increased  consumption  de- 
mand and  consumption,  this  could  only  have  happened  as  a  result 
mainly  of  an  increase  in  the  consumption  demand  (latent  and  visi- 
ble) and  consumption  of  the  rural  population.  But  relatively  to  the 
peace-time  requirements  of  the  latter,  the  surplus  calculated  above 
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would  represent  much  more  than  20  per  cent  (about  30  per  cent). 
There  is  another  consideration :  It  is  to  be  assumed  that  the  con- 
sumption demand  of  the  rural  population  showed  an  appreciable  in- 
crease only  in  those  instances  where  there  was  ordinarily  not  enough 
grain  available  locally,  and  where  it  had  to  be  supplemented  by  out- 
side purchases  in  the  second  half  of  the  agricultural  3^ear,  with  the 
result  that  there  used  to  be  formerly  a  great  deal  of  economy  in 
grain  consumption.  As  for  those  localities  that  produced  a  surplus, 
we  must  assume  that  their  needs  in  grain  were  fully  satisfied,  not  to 
mention  the  fact  that  the  increased  consumption  of  meat,  butter, 
milk,  and  sugar,  might  have  worked  against  a  further  increase  in 
the  consumption  of  cereals.  At  any  rate,  it  is  difficult  to  believe  that 
cereal  consumption  by  the  rural  population  rose  by  30  per  cent  in 
the  course  of  the  War. 

It  follows  from  these  considerations  that  the  estimated  surplus  of 
cereals  could  not  have  been  entirely  absorbed  by  the  increased  con- 
sumption of  the  producers  themselves  (by  reducing  the  potential 
supply),  nor  by  an  increase  in  the  ordinary  consumption  demand  of 
the  consumers.  The  actual  extent  to  which  it  was  really  absorbed  is 
something  we  are  unable  to  state.  And,  assuming  that  in  fact  it  was 
not  all  absorbed,  and  that  the  effective  supply  and  demand  were 
regulated  by  the  potential  supply  and  the  ordinary  consumption 
demand,  it  follows  that  prices  of  food  cereals  were  necessarily  bound 
to  fall  during  the  War. 

This  will  become  even  more  obvious  if,  instead  of  taking  the  en- 
tire three-year  period,  we  take  each  year  of  the  War  separately.  As 
a  matter  of  fact,  the  grain  surplus  in  1914—1915  was  22  per  cent 
of  the  total  requirement  calculated  on  a  peace-time  basis,  and  more 
than  35  per  cent  in  1915—1916.  If  we  exclude  from  our  computa- 
tions the  seed  grain,  amounting  to  several  hundred  million  puds  a 
year,  these  percentages  rise  considerably.  The  only  season  that 
showed  a  very  small  surplus  of  food  cereals  was  that  of  1916-1917. 
Hence,  until  1916—1917,  even  if  we  were  to  admit  a  heavier  demand 
by  the  population,  the  grain  market  ought  to  have  been  in  a  state 
of  complete  stagnation,  provided,  of  course,  that  the  effective  sup- 
ply and  demand  were  regulated  by  the  potential  supply  and  the 
ordinary  consumption  demand. 

In  studying  conditions  as  they  affected  separate  cereals,  we  have 
to  note,  first  of  all,  the  difference  in  the  home  consumption  of  rye 
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and  wheat.  Rye  before  the  War  went  almost  entirely  to  the  home 
market.  The  jjroduction  of  rye  exceeded  the  home  consumption  by 
only  3  per  cent,  and  the  foreign  exports  amounted  to  about  45  mil- 
lion puds.''  The  production  of  wheat,  on  the  other  hand,  was  23  per 
cent  above  home  consumption,  with  exports  varying  about  265  mil- 
lion puds.  The  per  capita  consumption  of  rye  was  8.3  puds  a  year, 
while  that  of  wheat  was  6.6  puds  (the  corresponding  figures  for 
Euroj^ean  Russia  were  9.11  and  6.01). 

The  surpluses  of  food  grains  that  we  observed  in  1914-1915  and 
1915—1916  were  overwhelmingly  in  wheat.  Therefore,  the  movement 
of  prices  could  not  be  the  same  for  wheat  and  rye.  In  1914-1915, 
the  surplus  of  rye,  assuming  peace-time  consumption,  should  not 
have  pressed  upon  the  market  very  hard,  especially  when  we  con- 
sider the  possibility  of  increased  consumption  of  this  basic  cereal. 
In  the  best  event,  therefore,  the  price  of  rye,  when  taken  separately, 
might  have  remained  on  the  peace-time  level,  or,  in  the  worst  case, 
advanced  slightly  above  that  level.  The  price  of  wheat,  on  the  con- 
trary, would  have  to  drop  appreciably. 

The  drop  in  the  price  of  wheat,  which  plays  the  part  of  a  sub- 
stitute for  rye  in  the  domestic  consumption  in  Russia,  would  bring 
wheat  and  rye  prices  close  together  (perhaps  even  make  wheat 
cheaper  than  rye)  and  result  in  an  extensive  replacement  of  rye  by 
wheat.  This  would  then  make  rye  cheaper  and  wheat  a  little  dearer. 
Ultimately,  it  is  to  be  assumed,  the  price  of  rye  (at  worst)  would 
stay  at  the  pre-war  level,  and  the  price  of  wheat  would  fall  a  great 
deal.  But  when  we  consider  the  fact  that  large  amounts  of  food 
cereals  remained  in  the  country  after  the  good  harvests  of  1912- 
1913  and  1913-1914,  we  may  admit  the  necessity  of  a  reduction  in 
the  prices  of  both  kinds  of  grain,  negligible  in  the  case  of  rye,  but 
heavy  in  the  case  of  wheat.  All  investigators  who  have  studied  price 
movements  during  the  War  agree  with  our  conclusion  that  it  would 
be  inevitable,  normally,  for  the  price  of  wheat  to  decline  during  the 
first  year  of  the  War.®  As  regards  rye,  however,  there  is  no  such 
unanimity  of  views. 

^  These  data  and  the  following  are  the  averages  for  1909-1913  for  the 
empire  as  a  whole. 

"  See  article  by  Lipkin  in  Trudi  Kommissii  po  Izuchenyu  Sovremennoi 
Dorogovizni,  issue  I,  p.  299;  M.  Grohman  comes  to  the  conclusion  that  "the 
surjilus  of  wheat  was  so  large  that  one  did  not  know  what  to  do  with  it" 
{ibid.,  p.  351). 
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In  1915-1916,  with  considerable  surpluses  in  both  kinds  of  grain, 
prices  should  have  dropped  below  those  of  191-i-1915;  for  wheat 
this  would  imply  a  further  reduction  in  price,  and  as  regards  rye, 
assuming  that  it  had  not  dropped  in  1914-1915,  this  would  have 
been  the  original  decline  in  price.  Naturally,  had  prices  in  1914— 
1915  been  formed  under  the  influence  of  the  ratio  between  potential 
supply  and  ordinary  consumption  demand,  that  is,  had  they  differed 
vastly  from  the  prices  actually  prevailing,  then  the  production  of 
food  grains  in  1915-1916,  likewise,  would  have  been  different  from 
what  it  really  was.  In  other  words,  if  we  assume  that  prices  are 
governed  by  the  ratio  of  potential  supply  to  ordinary  consumption 
demand,  we  cannot  base  our  calculations  upon  volume  of  produc- 
tion, which  came  about  under  the  influence  of  other  prices  than 
those  actually  existing.  However,  we  feel  justified  in  advancing  this 
conclusion:  prices  in  1915-1916,  broadly  speaking,  should  have 
been  lower  than  prices  in  1914—1915. 

As  regards  1916-1917,  market  conditions  should  have  changed 
considerably.  The  pressure  upon  the  market  exerted  by  the  rye  and 
wheat  surpluses  should  certainly  have  slackened.  Especially  for 
wheat,  where  there  was  a  serious  crop  deficit,  we  should  have  seen  a 
period  of  recovery  of  price,  tending  to  a  restoration  of  the  peace- 
time ratio  between  the  price  of  wheat  and  rye.  In  any  event,  both 
cereals  should  have  risen  in  price  above  the  level  of  1915—1916,  per- 
haps even  above  that  of  1914-1915. 

The  result  of  all  these  circumstances  would  have  been  an  ex- 
tremely favorable  situation  for  the  urban  population  during  the 
first  two  years  of  the  War,  permitting  them  to  reduce  their  expendi- 
ture on  cereals.  The  peasantry,  on  the  other  hand,  would  have  suf- 
fered a  great  deal,  and  their  earnings  would  have  shrunk:  the  only 
compensation  in  their  case  would  have  been  the  government  allow- 
ances for  soldiers'  families,  increased  wages,  and  the  elimination  of 
expenditure  on  liquor. 

The  situation  of  fodder  grains  was  somewhat  different  from  that 
described  above.  Their  surpluses,  when  we  treat  oats  and  barley  as  a 
single  cereal,  assuming  them  to  be  interchangeable,  were  very  slight, 
and  such  surplus  as  there  was,  was  mostly  in  barley.  Oats  were  scarce 
throughout  the  period  of  the  War.  Hence,  even  if  their  effective 
supply  were  regulated  by  the  potential  supply,  and  if  the  effective 
demand  were  regulated  by  the  ordinary  consumption  demand,  we 
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should  observe  a  rise  in  the  price  of  oats.  This  rise  might  have  been 
moderated  by  a  surplus  of  barley,  but,  because  of  the  nature  of 
oats  and  the  actual  impossibility  of  replacing  them  completely  by 
barley,  as  well  as  because  oats  were  almost  exclusively  used  within 
the  country  (so  that  the  cessation  of  foreign  export  could  not  have 
any  appreciable  effect  upon  the  supply),  the  price  of  oats  should 
have  risen,  while  barley  would  be  affected  quite  differently.  The  bar- 
ley surpluses  were  larger  than  showTi  in  Table  43,  since  barley  could 
not  in  23i*actice  rej^lace  oats  entirely.  Therefore  this  surplus,  when 
placed  against  the  need  in  barley  alone,  and  not  against  the  com- 
bined need  in  barley  and  oats,  would  inevitably  result  in  a  decline 
in  the  price  of  barley.  In  the  extreme  case,  granting  the  very  un- 
likely possibility  of  an  increased  barley  consumption  by  producers 
themselves,  in  view  of  the  larger  conversion  of  this  cereal  into  grits, 
we  may  admit  the  possibility  of  the  price  of  barley  remaining  in 
1914-1915  at  the  pre-war  level.  But  in  1915-1916  the  price  of  bar- 
ley would  necessarily  fall.  However,  no  matter  what  view  we  take  of 
the  movement  of  barley  prices  in  1914—1915  and  1915-1916,  there 
can  be  no  doubt  that  in  1916—1917  this  cereal  would  also  have  been 
overwhelmed  by  the  tide  of  rising  prices. 

Lastly,  the  grits  cereals,  and  more  particularly,  buckwheat,  would 
unquestionably  have  advanced  very  strongly  in  price.  In  the  first 
place,  the  consumption  and  the  consumption  demand  are  more 
elastic  in  the  case  of  grits  than  of  the  whole  grain,  and  in  the  course 
of  the  War  the  latent  demand  for  grits  grain  might  rise  consider- 
ably ;  the  same  might  happen  as  regards  the  visible  demand.  In  the 
second  place,  tliere  was  a  crop  failure  in  grits  grains  in  1914—1915, 
resulting  in  a  large  deficit,  even  as  compared  with  pre-war  rates  of 
consumption.  It  is  therefore  perfectly  logical  to  assume  an  in- 
evitable advance  of  prices  in  1914—1915.  This  movement  might  have 
ceased,  or  even  been  reversed,  during  1915-1916;  but  after  that  the 
prices  would  have  to  advance  again. 

Svnnming  up  all  that  we  have  stated  here  regarding  the  cereal 
situation,  we  obtain  the  following  picture: 

At  any  given  moment  during  the  first  two  years  of  the  War,  as- 
suming that  effective  supply  is  governed  by  potential  supply,  and 
effective  demand  by  ordinary  consumption  demand,  we  find  that  the 
prices  of  only  buckwheat  grits,  millet,  and  oats  need  have  advanced 
(ignoring  the  question  of  the  rate  of  advance).  As  for  wheat,  rye, 


SUPPLY  AND  CONSUMPTION  DEMAND  361 


and  barley,  it  is  hard  to  discover  any  such  necessity.  In  wheat,  with 
the  allowances  we  have  made,  a  strong  decline  was  undoubtedly  to  be 
expected,  both  during  1914-1915  and  1915-1916,  and  rye  and 
barley  prices  might  only  in  the  extreme  event  have  maintained  them- 
selves at  the  pre-war  level  in  1914-1915  (but  we  think  it  more  cor- 
rect to  suppose  that  they  were  bound  to  decline).  In  1915—1916,  at 
all  events,  a  drop  in  the  prices  of  r3'^e  and  barley  should  have  been 
unavoidable. 

At  any  rate,  taking  the  prices  in  1914—1915  as  they  actually 
were,  and  considering  the  allowances  we  have  made  as  regards  the 
volume  of  supply  and  demand,  we  are  forced  to  concede  that  the 
prices  of  rye,  wheat,  and  barley  should  have  declined  in  1915-1916. 
They  could  not  in  that  year  be  higher  than  those  of  1914-1915 
(with  the  allowances  made),  regardless  of  what  factors  might  in 
fact  have  determined  the  latter.  In  1916-1917  the  increase  in  the 
prices  of  oats  and  grits  would  have  continued.  But  the  food  grains 
and  barley  would  have  had  a  period  of  price  recovery,  especially 
rapid  in  wheat  and  barley. 

All  this,  no  doubt,  is  mere  conjecture.  We  feel,  however,  that 
there  is  in  it  a  considerable  amount  of  probability.  In  any  case,  even 
if  all  our  calculations  of  cereal  surpluses  (especially  of  food  cereals) 
were  to  be  shoAvn  to  be  too  optimistic,  it  would  still  be  impossible  for 
us  to  discovei' — working  upon  the  assumption  that  price  is  based 
upon  the  ratio  between  potential  supply  and  ordinary  consumption 
demand — an  explanation  for  the  rise  in  the  prices  of  food  grains 
and  barley  during  the  first  two  years  of  the  War,  and  this  is  beyond 
any  doubt  so  far  as  wheat  is  concerned. 

Hypothetical  Conclusions  and  Actual  Price  Movements. 

The  actual  situation  in  the  price  movement  of  cereals  as  set  forth 
above  in  Chapters  III  and  IV  agrees  only  in  part  with  the  hypo- 
thetical conclusions  at  which  we  have  arrived  here,  so  far  as  grits 
and  oats  are  concerned.  The  price  movements  of  rye,  barley,  and, 
especially,  wheat  differ  fundamentally  from  our  suppositions,  for 
they  show  a  considerable  rise  instead  of  a  drop.  There  are  only 
two  points  on  which  there  is  a  mere  hint  that  the  situation  was  as 
here  surmised:  (1)  The  rise  of  rye  prices  was  greater  than  that  of 
wheat  prices,  and  oats  rose  more  considerably  than  barley.  Thus 
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the  difference  in  the  rye  and  wheat  prices  was  reduced  (wheat  being 
usually  priced  higher  than  rye),  but  this  reduction  took  place  be- 
cause of  an  unequal  rise  in  the  prices,  and  not  on  the  basis  of  an 
unequal  drop  in  the  prices  of  the  two  cereals,  nor  on  the  basis  of  a 
drop  of  one  cereal  and  stability  in  the  price  of  the  other,  as  we  have 
to  assume  when  we  base  our  calculations  upon  the  ratio  between  the 
potential  supply  and  ordinary  consumption  demand.  The  increase 
in  the  difference  between  the  oats  and  barley  prices  (oats  being,  as  a 
rule,  priced  higher  than  barley)  took  place,  not  because  of  an  oppo- 
site movement  in  the  prices  of  the  two  cereals,  nor  on  the  basis  of 
rising  prices  for  one  cereal  and  stable  prices  for  the  other,  but  on 
the  basis  of  an  unequal  rise  in  their  prices;  (2)  during  the  first 
half-year  of  the  War  we  observe  some  lowering  of  wheat  and  bar- 
ley prices.  The  harvest  of  1915-1916,  likewise,  leads  to  a  consider- 
able decline  in  the  prices  of  wheat,  barley,  rye,  oats,  millet,  and, 
partly,  buckwheat  grits.  But  this  decline  in  price  does  not  last,  does 
not  go  beyond  the  limits  of  the  usual  autumn  reductions,  and  is 
soon  canceled  by  feverish  upward  movements. 

All  these  facts  must  lead  us  to  the  conclusion  that  cereal  prices 
during  the  War  were  not  determined  exclusively  by  the  ratio  be- 
tween potential  supply  and  ordinary  consumption  demand.  In 
other  words,  we  are  forced  to  conclude  that  the  effective  supply  and 
demand  in  the  market,  which,  in  the  last  resort,  are  the  factors  that 
govern  prices,  did  not  coincide  with  potential  supply  and  ordinary 
consumption  demand.  Evidently  the  ratio  between  effective  demand 
and  supply  must  have  been  more  unfavorable  to  demand  than  might 
be  supposed,  having  regard  to  the  potential  supply  and  ordinary 
consumption  demand. 

Regarding  the  cause  of  the  divergence  between  the  two  sets  of 
demand  and  supply  we  may  assume  the  following :  In  the  first  place, 
the  effective  supply  may  have  been  less  than  the  potential  supply 
because  producers  withheld  from  the  market  more  grain  than  they 
needed  for  their  own  consumption;  in  the  second  place,  the  effective 
demand  may  have  been  higher  than  the  visible  ordinary  consump- 
tion demand,  even  if  we  reckon  with  its  possible  increase,  either  be- 
cause there  may  have  appeared  an  extraordinary  consumption  de- 
mand, owing  to  hoarding  by  consumers,  or  because  of  a  speculative 
demand  by  middlemen  who  were  buying  on  a  large  scale  and  refrain- 
ing from  selling  to  consumers  for  some  time;  in  the  third  place,  all 
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these  conditions  may  have  been  present  simultaneously.  But  if  the 
movement  of  prices  of  certain  grain  products  can  be  explained  only 
by  the  presence  of  these  conditions,  it  means  that  the  same  condi- 
tions must  have  had  great  influence  on  the  price  of  other  grain 
products,  of  which  there  were  no  large  surpluses,  or  no  surpluses  at 
all,  and  where  the  rise  in  price  was  natural,  especially  when  we  re- 
flect that  hoarding  by  producers  and  speculation  by  middlemen  are 
easier  in  the  case  of  goods  that  are  scarce  (relatively  to  the  demand) 
than  in  the  case  of  goods  that  are  abundant. 

Therefore,  the  conditions  mentioned  above  caused  apparently  not 
only  a  considerable  rise  in  the  price  of  grains  which  ought  to  have 
declined  in  price  had  the  price  been  governed  by  the  ratio  between 
potential  supply  and  ordinary  consumption  demand,  but  they  like- 
wise contributed  to  a  further  rise  in  the  price  of  those  cereals  which 
would  have  become  dearer  even  if  these  conditions  had  not  been  in 
existence. 

Meat  Prices. 

Taking  into  consideration  all  that  has  been  stated  previously  with 
reference  to  the  Russian  meat  market,  the  immense  demand  for  meat 
by  the  army,  and  the  increase  in  the  producers'  latent  demand  for 
this  commodity,  it  seems  inevitable  that  meat  should  become  dearer 
in  the  course  of  the  War.  Of  course,  it  might  have  been  possible  to 
expand  meat  production  by  selling  and  slaughtering  cattle  belong- 
ing to  the  basic  resources  of  the  country.  This,  however,  could  have 
been  done  only  by  raising  the  prices  paid  to  the  farmer  for  his 
cattle,  as  well  as  for  meat ;  and  then,  as  the  destruction  of  the  stock 
went  on,  there  would  necessarily  have  followed  a  very  natural  reac- 
tion against  this  slaughter,  and  a  desire  to  preserve  the  stock  as 
much  as  possible. 

During  the  first  year  and  a  half  of  the  War,  several  different 
causes  militated  against  a  rapid  advance  of  meat  prices.  First,  the 
army  during  this  period  had  not  yet  reached  its  maximum  size ;  sec- 
ond, as  there  was  a  plentiful  supply  of  cattle  available  in  Poland 
and  Galicia,  meat  purchases  for  the  army  were  not  quite  as  ex- 
tensive as  they  might  otherwise  have  been  in  the  interior  of  the  coun- 
try ;  and,  in  the  third  place,  at  the  outbreak  of  the  War,  the  Army 
Supply  Department  had  large  supplies  of  canned  and  salted  meat 
in  store.  All  these  circumstances  tended  to  relieve  the  pressure  of 
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the  army  upon  the  cattle  resources  of  the  interior,  during  the  first 
year  and  a  half.  It  was  only  in  April,  1915,  that  the  first  extensive 
purchasing  operations  on  behalf  of  the  army  were  started  in  the 
cattle  markets  of  the  interior. 

On  the  other  hand,  again,  there  were  certain  conditions  favoring 
an  intensified  supply  of  cattle  in  the  market.  We  are  of  opinion  that 
the  failure  of  the  forage  crops  in  many  sections  of  the  country  in 
1914-1915  encouraged  the  selling  and  killing  of  much  live  stock  for 
meat.  There  can  be  no  doubt  that  it  did  so  in  the  northern  regions. 
We  believe  that  the  same  circumstances  explain  the  reduction  in 
meat  prices  in  the  autumn  of  1914. 

In  1916,  however,  there  was  a  radical  change  in  the  meat  situa- 
tion. The  immensely  expanded  army,  consuming  something  like  40 
million  puds  of  meat  per  annum,  found  itself  dependent  exclusively 
upon  the  interior  markets.  The  army  demanded  more  cattle  than 
were  reaching  the  markets  of  the  whole  country.  In  other  words,  if 
the  ordinary  requirements  of  the  cities  and  the  heavier  consummation 
of  the  peasants  themselves  were  to  be  satisfied,  it  could  be  done  only 
at  the  expense  of  the  basic  live  stock  of  the  country. 

In  spite  of  all  measures  that  were  taken  to  reduce  the  meat  con- 
sumption in  the  army  and  among  civilians,  there  was  an  inevitable 
and  rapid  rise  in  prices.  This  was  the  situation  actually  observed  in 
1916.  It  is  not  surprising  that  meat  prices  should  have  increased 
during  the  War,  and  particularly  in  1916.  The  only  puzzling  fea- 
ture is  that  the  rise  in  meat  prices  should  have  lagged  behind  the 
rise  in  grain  prices  during  the  first  year  of  the  War.  Probably  cat- 
tle and  meat  do  not  lend  themselves  to  speculative  trading  so  well 
as  grain.  Moreover,  in  the  case  of  meat,  certain  peculiar  factors  that 
affected  the  prices  of  grain  were  apparently  lacking. 

Butter  Prices. 

Was  there  enough  butter  to  satisf  y  the  consumption  demand,  as- 
suming that  the  producers  and  the  Russian  consumers  did  not  in- 
crease their  demand,  both  latent  and  visible?  To  obtain  a  definite 
answer  to  this  question,  we  must,  first  of  all,  deduct  foreign  exports 
from  the  total  amount  of  Russian  butter  offered  for  sale  and  add 
foreign  imports.  This  will  give  the  following  quantities  of  butter 
available  in  Russia: 
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SUPPLY  OF  BUTTER 


Year  (in  puds) 

1911  5,383,000  • 

1915  5,057,000 

1916  6,913,000 


The  total  butter  requirement  of  the  empire  was  estimated  at 
4,362,000  puds  per  annum,  and  if  Poland  is  eliminated,  at  4,112,- 
000  puds.  It  will  thus  apj^ear  that  the  available  supply  of  market- 
able butter  exceeded  the  ordinary  consumption  approximately  by 
the  following  figures : 

EXCESS  OF  SUPPLY  OF  BUTTER  OVER 
ORDINARY  CONSUMPTION 


Year  (in  puds) 

1914.  1,271,000 

1915  945,000 

1916  2,801,000 


When  we  allow  for  the  needs  of  the  army,  we  must  admit  that,  upon 
the  whole,  there  was  enough  butter  available  in  Russia  during  the 
first  two  and  a  half  years  of  the  War  to  satisfy  all  normal  require- 
ments of  the  nation  and  army.  In  1914—1915,  there  were  bought  for 
the  latter  1,227,000  puds,  fully  covered  by  the  surplus  left  over 
from  1914;  and  in  1915-1916  the  purchases  amounted  to  1,905,000 
puds  instead  of  the  intended  2,500,000 ;  accordingly,  a  considerable 
amount  should  have  remained  available  for  1916-1917. 

The  conclusion  seems  warranted  from  these  facts  that  there  were 
in  Russia  during  the  first  two  and  a  half  years  of  the  War  neither 
large  surpluses  nor  large  deficits  in  the  supply  of  butter.  Conse- 
quently prices  ought  to  have  been  steady.  Since  our  estimate  of  the 
butter  production  in  the  course  of  the  War  was  not  optimistic  (on 
the  contrary,  it  was  a  cautious  estimate,  especially  in  respect  of 
Siberia  for  1914),  we  find  here  no  ground  for  anticipating  a  rise  in 
price,  at  least  until  the  close  of  1916.  But  we  have  disregarded  the 
fact  that  the  producers  themselves  may  have  consumed  more  butter 
and  that  the  urban  population,  too,  may  have  increased  their  de- 
mand. Thus,  we  find  the  following  statement  made  regarding  the 
butter  situation  in  1916: 


366 


FOOD  SUPPLY  IN  RUSSIA 


A  great  demand  for  butter  was  experienced.  Besides  the  circum- 
stances that  formerly  exerted  their  influence  upon  the  demand  (the 
needs  of  the  hospitals,  army,  etc.),  an  increased  demand  was  also 
caused  by  the  scarcity  of  other  foodstuff's,  which  rapidly  became 
dearer  than  milk  and  butter;  likewise  by  the  inauguration  of  meatless 
days,  resulting  in  a  heavy  increase  in  milk  consumption,  both  in  town 
and  country.^ 

In  regard  to  the  increase  in  the  latent  demand  of  the  producers 
themselves,  we  should  bear  in  mind  that  in  those  areas  where  butter 
was  produced  for  the  market  this  demand  could  not  increase  to  any 
large  extent,  since  it  was  already  fully  covered.  But  where  the  mar- 
keting of  the  butter  was  only  of  secondary  importance  in  the  estab- 
lishment of  the  peasant,  it  might  happen  that  increased  home  con- 
sumption would  appreciably  reduce  the  quantity  offered  on  the  mar- 
ket. This  would  be  the  situation  in  provinces  that  marketed  only  a 
few  thousand  puds  a  year.  It  is  therefore  possible  that  the  market 
supply  of  butter  in  European  Russia  fell  a  great  deal  below  that 
which  we  have  assumed.  To  ascertain  the  facts  reliably  by  means  of 
exact  figures  is  not  now  possible.  Only  when  we  possess  for  the  war 
period  such  accurate  data  on  the  transport  of  butter  as  we  had  in 
peace-time,  shall  we  be  able  to  throw  more  light  upon  this  question. 

When  we  take  into  account  the  latent  demand  of  the  producers 
and  the  visible  demand  of  the  consumers,  we  may  have  to  admit  that 
some  advance  in  the  price  of  butter  was  inevitable  during  the  first 
two  and  a  half  years  of  the  War.  But  it  is  impossible  to  explain  why 
butter  should  have  advanced  in  price  so  enormously  between  the 
autumn  of  1915  and  the  end  of  1916  that  it  stood,  in  December, 
1916,  at  410  per  cent  of  its  pre-war  price.  It  cannot,  having  regard 
to  the  nature  of  the  commodity,  have  been  due  to  any  large  extent 
to  the  withholding  of  supplies  by  producers  or  to  hoarding  by  con- 
sumers. One  is  therefore  driven  to  the  conclusion  that  it  was  due 
either  to  some  peculiar  tactics  of  the  middlemen  or  to  some  other, 
still  more  powerful,  causes. 

Sugar  Prices. 

Deducting  the  exports  and  adding  the  imports  of  sugar,  in  each 
season,  we  obtain  the  following  quantities  as  the  total  available  for 
the  whole  country:  1914-1915,  120,920,000  puds;  1915-1916, 

'  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V-VI,  p.  83. 


SUPPLY  AND  CONSUMPTION  DEMAND  367 


113,450,000  puds;  as  for  1916-1917,  we  shall  not  consider  it  at  this 
stage.  The  ordinary  demand  for  sugar  was  as  follows : 

TABLE  45 
CONSUMPTION  OF  SUGAR 

Sold  in  the  home  market 

Per  head  of 


Total  population 

Year  (in  puds)  {in  pounds) 

1909-  1910  71,390,000  17.8 

1910-  1911  72,819,000  17.8 

1911-  1912  73,911,000  17.6 

1912-  1913  82,574,000  19.3 


Annual  average  for 

1909-1913  76,435,000  18.2 


In  1913-1914  there  were  sold  about  84.5  million  puds;  in  1914- 
1915,  94.6  million  puds,  and  in  1915-1916,  102.9  milhon  puds.  In 
this  connection  it  should  be  borne  in  mind  that  the  enemy  occupied 
in  the  spring  and  summer  of  1915  an  immense  stretch  of  territory, 
with  a  population  of  about  18  millions,  so  that  the  population  of 
the  remaining  part  of  Russia  in  that  year  (including  refugees  from 
the  occupied  and  threatened  areas)  was  only  about  the  same  as  the 
average  of  1910—1913.  Nevertheless  the  consumption  of  sugar  had 
increased  vastly,  amounting  already  to  24.4  pounds  per  head,  or  34 
per  cent  more  than  the  average  consumption  during  the  period 
1910-1913  (during  1914-1915  it  was  about  21  pounds).  Exclud- 
ing the  army,  we  find  that  the  rest  of  the  nation  consumed  23.8 
pounds  of  sugar  per  head  in  1915—1916. 

Naturally,  this  situation  could  not  continue  indefinitely.  The  total 
stock  of  sugar  available  in  1916—1917,  amounting  to  about  93  mil- 
lion puds,  would  not  permit  requirements  to  be  satisfied  to  the  same 
extent  as  in  1915-1916.  Hence,  in  the  second  half  of  1916,  the  Gov- 
ernment finally  took  charge  of  the  entire  sugar  market.  Consump- 
tion was  regulated ;  sugar  at  the  refineries  was  strictly  accounted 
for,  and  its  distribution  was  begun  in  accordance  with  a  definite 
plan,  or  schedule.  In  other  words,  the  free  play  of  supply  and  de- 
mand was  stopped.  For  the  purposes  of  the  present  study  this  new 
era  of  control  naturally  loses  a  great  deal  of  interest,  seeing  that 
the  natural  factors  that  determine  prices  are  now  eliminated. 
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From  the  above  statements  concerning  the  sugar  situation,  the 
following  conclusion  appears  warranted:  If  we  consider  merely  the 
ratio  between  potential  supply  and  consumption  demand,  there  was 
no  reason  for  any  increase  of  price  during  the  first  two  years  of  the 
War.  This  is  unquestionably  true  in  regard  to  the  first  year  of  the 
War.  For  in  that  year,  with  an  available  supply  of  101  million  puds^ 
which  had  been  set  aside  in  1914-1915  for  sale,  the  actual  sales 
amounted  to  only  about  95  million  puds,  so  that,  had  the  entire  sup- 
ply gone  to  market,  it  would  undoubtedly  have  exceeded  the  de- 
mand. And  in  1915-1916  there  was  no  scarcity  of  sugar.  There  was, 
therefore,  no  ground  in  1914—1915  for  I'aising  the  price  of  sugar. 
On  the  contrary,  we  might  rather  think  that  the  price  should  have 
been  reduced.  And  as  regards  1915-1916,  the  situation  was  prob- 
ably the  same. 

However,  as  the  reader  is  already  aware,  the  actual  situation  in 
the  movement  of  sugar  prices  was  not  in  accord  with  our  calcula- 
tions: the  price  kept  rising,  though  not  at  a  rapid  rate,  compara- 
tively speaking.  This  shows  that  in  this  instance,  again,  price  move- 
ments were  not  governed  by  the  relation  of  potential  supply  to 
consumption  demand,  so  that  we  are  forced  to  admit  the  effect  of 
some  other  factors,  causing  either  a  divergence  between  the  effective 
demand  and  consumption  demand,  or  between  effective  and  poten- 
tial supply,  or  perhaps  both  divergences  simultaneously. 

^  In  Russia,  a  special  system  of  regulating  the  sugar  market  had  existed 
even  previous  to  the  War.  Among  other  things,  the  Council  of  Ministers, 
acting  upon  the  recommendation  of  the  Minister  of  Finance,  determined 
each  year  the  amount  of  sugar  to  be  released  for  sale  in  the  home  market. 
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OTHER  FACTORS  THAT  DETERMINED  PRICES 

Attitude  of  the  Producers, 

It  now  remains  to  inquire  whether  there  were  observed,  during 
the  War,  such  phenomena  as  would  indicate,  on  the  one  hand,  that 
the  effective  supply  (supply  which  actually  appeared  in  the  market) 
tended  to  sink  below  the  potential  supply  (in  existing  circumstances 
of  production  and  stocks  in  hand)  and,  on  the  other,  that  the  effec- 
tive demand  tended  to  exceed  the  ordinary  consumption  demand. 
Essentially,  therefore,  the  whole  question  reduces  itself  to  these  ele- 
ments: (a)  the  refusal  of  the  producers  to  sell  their  surpluses,  and 
their  desire  to  hoard  their  stocks;  (b)  the  existence  of  an  increased 
consumption  demand,  with  the  object  of  forming  exceptionally  large 
reserves  of  foodstuffs,  that  is,  of  an  extraordinary  consumption  de- 
mand; and  (c)  the  existence  of  what  is  usually  referred  to  as  specu- 
lation, or  profiteering,  that  is,  heavy  buying  by  middlemen,  with  a 
simultaneous  reduction  of  the  offer  of  such  products  to  the  con- 
sumers. We  cite  here  several  instances  tending  to  show  that  the  re- 
fusal of  producers  to  sell  their  goods  was  widespread  during  the 
War. 

The  official  publication  of  the  Special  Council  on  Food  Supply 
gave  the  following  description  of  general  conditions  in  the  food- 
stuffs market  toward  the  close  of  1915  and  at  the  beginning  of 
1916: 

Referring  to  the  causes  responsible  for  the  rise  in  prices,  the  rec- 
ords of  the  local  councils  on  food  supply  contain  practically  nothing 
to  show  that  this  rise  was  due  anywhere  to  the  scarcity  of  this  or  that 
particular  commodity.  On  the  contrarj',  there  are  frequently  indica- 
tions of  a  good  harvest  and  that  the  peasants,  expecting  a  further  rise 
of  prices,  are  refraining  from  offering  produce  for  sale.^ 

Again,  we  read:  "Holders  of  food  supplies  refrain  from  selling 
them."-  Elsewhere,  again:  "The  abundance  of  money  among  the 

^  Ohzor  Deyatelnosti  Osohago  Soveshclianya  po  Prodovolstvyu,  p.  62. 
^  Dopolnenie    (Supplement)    to   Ohzor  Deyatelnosti   Osohago  Sovesh- 
clianya po  Prodovolstvyu,  p.  5. 


370 


FOOD  SUPPLY  IN  RUSSIA 


population  and,  in  this  connection,  the  extreme  reserve  in  offering 
produce  for  sale.  .  .  . 

But  these  conditions  were  observed  not  only  during  the  second 
year  of  the  War;  in  1914-1915  a  similar  situation  was  noted.  Thus 
we  read : 

Possessing  sufBcient  cash  resources,  the  peasants  were  in  no  hurry 
to  offer  their  grain  in  the  market,  but  waited  for  better  prices.  In  these 
conditions,  and  contrary  to  all  expectations,  the  harvest  was,  upon  the 
whole,  sold  with  great  profit  to  the  producers,  with  the  exception  of 
such  as,  for  one  reason  or  another,  found  themselves  compelled  to  dis- 
pose of  their  stocks  at  the  very  outset,  after  the  declaration  of  war.* 

Similarly  for  the  period  1915—1916,  we  are  in  a  position  to  ad- 
duce some  striking  evidence.  Thus,  the  Orenburg  provincial  council 
on  food  supply  stated  on  December  8,  1915,  that  it  would  be  neces- 
sary to  find  out  exactly  how  much  grain  there  was  in  the  possession 
of  the  peasants  and  private  landowners. 

In  connection  with  this  problem,  the  council  discussed  the  steady 
rise  in  grain  prices  that  had  been  noted  in  this  province.  The  phe- 
nomenon was  admitted  to  be  normal,  being  ascribed  to  the  heavy  de- 
mand for  cereals,  the  abundance  of  ready  cash  among  the  farmers  as 
a  result  of  the  stoppage  of  the  Government  sale  of  liquor,  and  to  the 
higher  cost  of  harvesting.  .  .  .  The  representatives  of  the  flour  manu- 
facturers declared  that,  in  spite  of  the  good  harvest  of  1915,  grain 
was  being  delivered  at  the  Orenburg  market  in  a  far  smaller  quantity 
than  formerly.  This  phenomenon  attracts  special  attention  because 
the  price  of  wheat  remains  firm,  yet  the  transport  of  this  article  to  the 
Orenburg  market  has  shrunk  from  the  2,000  to  3,000  cai't-loads  of 
previous  times  to  only  400  to  800  at  present.® 

In  another  part  of  the  Orenburg  commissioner's  report  we  read: 

^  Kratkie  Predvaritelnie  Otcheti,  Svedenya  po  Zagotovke  Ministerstvom 
Zemledelya  Khleba  iz  Urozhaya  1915  Goda  {Brief  Preliminary  Reports, 
Grain  Purchases  of  the  Ministry  of  Agriculture  from  the  Harvest  of  1915), 
Petrograd,  1916,  p.  3. 

*  0  J'lyanii  Voini  na  NeJcotorya  Storoni  Ekonomicheskoi  Zhizni  Rossii 
(Influence  of  the  War  upon  Certain  Aspects  of  the  Economic  Life  of  Rus- 
sia), published  by  the  Ministry  of  Finance  in  1916;  quoted  in  Prokopovich, 
op.  cit.,  pp.  136  sqq. 

^  Svedenya  o  Polozhenii  Prodovolstvennago  Dela  v  Petrograde,  Moskwe, 
i  Drugikh  Mestnostyakh  Imperii  na  29  Yanvarya  1916  Goda,  No.  18,  p.  16. 
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To  this  we  must  add  the  increased  supply  of  money  among  the 
population,  which  makes  them  delay  the  sale  of  their  farming  produce, 
postponing  it  to  a  more  favorable  moment,  that  is  to  say  until  higher 
prices  prevail.  To  explain  the  increase  in  the  prices  of  live  stock  and 
meat  solely  by  profiteering  is  impossible,  because  cattle  are  kept  from 
market  not  by  speculators,  but  by  the  owners  themselves,  who  reckon 
with  the  state  of  the  meat  market  not  only  at  the  present  moment,  but 
also  as  it  may  develop  later.® 

Regarding  the  province  of  Nizhni-Novgorod  the  commissioner  re- 
ported : 

Difficulties  in  the  supply  of  cereals  for  the  population  are  experi- 
enced even  by  those  cities  which  are  situated  in  farming  areas,  and 
this  is  explained  by  the  fact  that  the  peasants  sell  their  grain  reluc- 
tantly, having  no  want  of  money  and  waiting  for  higher  prices.  Thus, 
in  the  district  of  Knyaginin,  the  grain  of  the  peasantry  has  been  left 
unthreshed  for  several  years  past.' 

From  Ryazan  province  came  the  following  report:  "The  peasants 
were  not  in  a  hurry  to  sell  their  grain,  awaiting  a  further  increase 
of  price,  since  good  earnings  have  made  it  possible  for  them  to 
satisfy  the  needs  of  their  households  and  pay  their  debts  and 
taxes."®  Saratov  province  noted  "a  slack  supply  of  grain  by  the 
peasants,  thanks  to  the  increased  prosperity  of  the  rural  districts."" 

Of  the  situation  in  Kharkov  province,  the  records  of  the  local 
council  on  food  supply  furnish  this  description:  "As  regards  the 
peasants,  they  are  withholding  their  grain.  The  peasants  now 
possess  much  money,  spending  nothing  on  liquor;  labor  is  well  re- 
munerated, and  peasants  are  not  obliged  to  sell."^° 

Speaking  of  the  live-stock  industry,  M.  Melnikov,  commissioner 
for  the  province  of  Kazan,  wrote  as  follows  in  the  autumn  of  1916: 

As  soon  as  it  became  a  source  of  some  income,  what  happened.^  The 
entire  peasant  population  of  Russia,  all  the  farmers  and  landowners, 
commenced  to  save  their  cattle  to  a  large  extent.  The  situation  now 

"Ibid.,  p.  19.  ''Ibid.,  p.  20. 

^1915  God  V  Selsko-khozyaistvennom  Otnoshenii  (The  Year  1915  from 
the  Point  of  View  of  Agricultiire) ,  p.  6. 

^  Izvestia  Osobacjo  Soveshchanya  po  Prodovolstvyu,  No.  21,  p.  29. 

Materyali  po  Voprosu  ob  Ustanovlenii  Tverdikh  Tsen  na  Khlebnya 
Produkti  do  Urozhaya  1917  Goda,  Part  II,  p.  246. 
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is  that  cattle  are  being  preserved  in  provinces  in  which  they  were  for- 
merly killed/^ 

Reports  of  a  similar  character  were  received  from  the  provinces 
of  Perm,  Vyatka,  Ufa,  Ekaterinoslav,  and  others.  It  seems  to  us 
that  the  above  evidence  is  sufficient  to  give  a  fair  idea  of  the  wide 
prevalence  of  what  was  then  known  as  "the  reserved  attitude  of  pro- 
ducers." 

These  tactics  of  withholding  supplies  from  the  market  were  fol- 
lowed not  only  by  the  peasants  and  landlords,  but  by  sugar  and 
flour  manufacturers  as  well.  Here  follow  several  reports  of  condi- 
tions in  the  sugar  industry : 

The  commissioner  of  Ufa,  complaining  to  the  Special  Council 
that  he  found  it  difficult,  ahnost  impossible,  to  obtain  sugar  from 
the  refineries  on  the  terms  prescribed  by  the  Government,  reported : 
"The  sugar  refiners,  organized  in  a  syndicate  whose  membership 
consists  of  222  manufacturers,  .  .  .  have  proved  stronger  than  all 
official  regulations  and,  owing  to  their  efficient  organization,  find 
no  difficulty  in  violating  all  rules  and  ordinances." 

A  report  from  Kazan  reads :  "The  sugar  factories  want  to  obtain 
higher  prices.  No  sugar  is  being  shipped  from  the  factories.  It  can 
be  had  only  through  the  medium  of  third  parties  secretly  operating 
for  the  factories."  From  Astrakhan  province  it  was  reported:  "The 
sugar  factories  refuse  to  sell  sugar  at  the  prices  fixed  by  the  Min- 
ister of  Agriculture,  in  his  order  of  October  9,  1915."  The  commis- 
sioner for  Vyatka  wrote:  "Sugar  can  be  obtained  mainly  through 
the  intervention  of  the  banks,  at  a  price  .  .  .  higher  than  that 
prescribed  by  the  Special  Council."  The  Orenburg  commissioner  re- 
ported: "The  factories  sell  sugar  at  regulated  prices  reluctantly, 
avoiding  sale  under  various  pretexts."^" 

These  examples  are  sufficient  to  show  what  conditions  were  at  that 
time  in  the  sugar  industry.  There  were  similar  complaints  from  the 
flour  millers." 

Consumers,  likewise,  acquired  during  the  War  the  general  habit 

^^Ibid.,  Part  III,  p.  116. 

See  Ohshchya  Soobrazhenya  o  Prichinakh  Sovremennoi  Dorogovizni, 
pp.  54-55. 

A  significant  instance  will  be  found  in  Obzor  Sostoyanya  Transporta 
i  Riiikov  {Survey  of  Transportation  and  Markets) ,  published  by  the  Union 
of  Towns,  Petrograd,  1916,  issue  X,  p.  30. 
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of  accumulating  supplies  of  foodstuffs  for  long  periods  ahead.  Dur- 
ing the  first  year  of  the  War  this  was  not  so  noticeable,  but  in  the 
course  of  the  second  year  the  habit  had  become  practically  uni- 
versal. At  first  the  jjublic  hoarded  products  that  rapidly  increased 
in  price,  such  as  grits;  later  they  began  to  store  supplies  of  sugar, 
finer  grades  of  flour,  and  other  foodstuffs.  In  1917  the  public  lost 
their  heads  entirely,  and  ransacked  stores  and  markets  to  buy  sup- 
plies for  hoarding.  This  was  particularly  noticeable  in  the  larger 
cities,  but  it  could  be  seen  throughout  the  country.  Here  are  some 
instances. 

The  municipal  council  of  Tiflis  described  as  follows  the  situation 
prevailing  in  that  city  about  the  middle  of  1915: 

The  absence  of  large  stocks  of  supplies  in  the  city,  coupled  with  the 
irregular  deliveries  of  other  supplies,  has  resulted  in  a  further  dwin- 
dling of  stocks  in  hand;  foreseeing  such  a  condition,  some  dealers  con- 
cealed their  merchandise  and  screwed  up  prices  when  they  found  them- 
selves in  control  of  the  market  situation.  Then  the  average  citizen 
proceeded  to  hoard  supphes  at  his  home  and  paid  excessive  prices,  com- 
peting with  other  customers.^* 

The  commissioner  of  Tomsk  reported  as  follows  in  March,  1916: 
"The  present  scarcity  of  flour  is  to  be  explained  also  by  the  fact 
that  the  population  of  this  city  and  of  the  neighboring  villages, 
afraid  of  being  left  entirely  without  flour,  endeavor  to  hoard  as 
much  as  possible.  The  same  thing  has  been  observed  in  the  case  of 
sugar."" 

We  thus  see  that  even  in  far-away  Siberia,  just  as  in  the  south, 
the  same  phenomenon,  so  well  known  to  every  city  dweller  in  Euro- 
pean Russia,  was  observed.  The  official  publication  of  the  Special 
Council^®  describes  these  conditions  as  follows : 

The  not  altogether  unfounded  fear  that  it  will  not  always  be  possible 
to  obtain  a  certain  article  prompts  heavy  buying.  Consumers  who  can 
afford  to  accumulate  reserve  stocks  are  thronging  the  stores  and  shops, 
rushing  back  and  forth  to  fill  their  larders.  The  long  lines  waiting  out- 
side not  only  fail  to  discourage  such  buyers,  but  on  the  contrary,  act 

^*  See  Anketa  o  Dorogovizne  {Investigation  of  the  High  Cost  of  Living), 
published  by  Union  of  Towns,  Moscow,  1915,  p.  43. 

Izvestia  Osobago  Soveshchanya  po  Prodovolstvyu,  No.  25—26,  p.  13. 
Ibid..  No.  27,  p.  107. 
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as  an  additional  stimulant  to  all  who  are  anxious  to  avoid  interminable 
waiting  in  the  future. 

What  is  generally  referred  to  as  speculation  unquestionably 
flourished  during  the  War.  Without  going  into  an  analysis  of  this 
term,  we  shall  merely  state  that  we  propose  to  denote  by  it,  in  the 
pages  that  follow,  the  effort  of  the  middlemen  to  buy  up  more  com- 
modities than  they  used  to  sell  to  the  consumers  normally,  in  the 
expectation  of  either  increased  demand  at  some  future  date  or  a  re- 
duction of  the  available  supply,  to  be  accompanied  by  a  rise  in 
prices.  Since  the  purchasing  was  done  in  the  expectation,  at  a  future 
date,  of  a  certain  more  or  less  probable  development  which  was  slow 
in  coming,  it  was  necessary,  of  course,  to  abstain  at  the  same  time 
from  selling  the  accumulated  stores  to  consumers.  The  only  pur- 
chasers under  these  circumstances  were  other  middlemen  who 
reckoned  with  similar  developments  in  the  future  and  for  this  reason 
were  prepared  at  the  given  moment  to  purchase  these  goods  from 
their  fellow-middlemen,  with  a  corresponding  rise  in  price.  Natu- 
rally, such  speculation  can  exist  only  so  long  as  there  remains  a 
hope  of  an  increased  consumption  demand  or  reduced  effective 
supply. 

The  question  whether  middlemen  purchased  foodstuffs  exten- 
sively during  the  War,  and  thus  interfered  with  the  regularity  of 
supplies  to  the  market,  may  be  answered  by  the  following  reports 
of  food  supply  commissioners,  relating  to  the  close  of  1915,  after  a 
good  harvest: 

In  the  Ural  territory  it  was  noted  that  "many  products  that  are 
abundant  in  this  territory  are  dear,  which  is  attributed  by  the  local 
food  supply  council  largely  to  speculation.""  The  province  of 
Kherson,  one  of  the  richest  grain  provinces  of  the  empire,  was  suf- 
fering from  high  prices.  "According  to  the  report  of  the  Governor 
of  Kherson,  December  12,  1915,  a  meeting  of  his  council  held  on 
November  30  recognized  that  there  was  absolutely  no  justification 
for  the  high  prices  noted  in  his  province,  and  that  they  are  of  a 
plainly  speculative  nature."^* 

The  province  of  Kostroma,  while  reporting  sufficient  supplies, 
complains  of  high  prices :  "All  points  to  the  fact  that  the  flour-mil- 
lers and  merchants,  here  as  elsewhere,  have  taken  advantage  of 

Ohshchya  Soobrazhenya  o  Prichinakh  Dorogovizni,  p.  52. 
i»  Ibid.,  p.  53. 
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existing  conditions  to  derive  the  largest  possible  amount  of  profit 
from  the  sale  of  their  stocks  of  goods. 

From  the  Don  territory  came  the  following  information  regard- 
ing the  latter  half  of  1915 : 

The  municipal  council  of  Rostov,  at  a  meeting  on  July  17,  1915,  ar- 
rived at  the  conclusion  that  "the  increase  in  the  prices  of  many  ar- 
ticles and  commodities  of  prime  necessity  in  the  City  of  Rostov  has 
been  caused  artificially  by  the  purely  speculative  activities  of  the 
local  merchants  and  of  private  banks." 

On  November  29,  1915,  the  Council  on  Food  Supply  attributed  the 
rise  in  wheat  prices  on  the  Rostov  and  Taganrog  exchanges  not  only 
to  transport  difficulties,  but  also  to  speculation,  that  is,  "the  with- 
holding of  the  stocks  of  wheat  in  hand,  in  the  expectation  of  ad- 
vancing prices."^"  The  Saratov  commissioner  likewise  points  to 
speculation  by  middlemen  as  one  of  the  causes  responsible  for  the 
rising  food  prices,  since  foodstuffs  were  available  in  that  province, 
"not  only  in  sufficient  quantities,  but  even  in  excess. 

The  province  of  Yaroslav  reported  in  November,  1915,  that  "at 
Ribinsk,  and  to  a  smaller  extent  at  Yaroslav,  on  the  banks  of  the 
Kotorostl  River,  there  were  considerable  grain  cargoes,  but  dealers 
demand  exorbitant  prices,  or  refuse  to  sell  altogether,  while  there 
is  at  the  same  time  a  dearth  of  seed.""" 

There  are  certain  complaints  also  in  reports  from  the  commis- 
sioners of  the  province  of  Kiev,  Turgay,  and  Semipalatinsk  terri- 
tories, the  provinces  of  Orenburg,  Kursk,^^  and  others. 

Speculation  by  middlemen  was  not  confined  to  the  period  1915— 
1916.  It  existed  even  during  the  first  year  of  the  War  and  power- 
fully affected  prices  at  that  time.  At  a  conference  of  the  ai'my  com- 
missioners for  the  purchase  of  grain,  on  February  3-5,  1915,  when 
it  was  decided  that  additional  forage  grain  would  be  needed,  the 
commissioners  called  attention  to  the  shrinking  supplies  of  cereals 
offered  for  sale  in  the  market.  It  was  then  found  that  in  most  cases 
the  stocks  were  finding  their  way  from  the  producers  to  the  grain 

"  Ibid.,  p.  53. 

^°  Svedeni/a  o  Poloshenii  Prodovolstvennago  Dela,  No.  18,  pp.  24,  28. 

Isvestia  Osohago  Soveshchanya  po  Prodovolstvyu,  No.  21,  p.  27. 
^^Ibid..  No.  21,  p.  35. 

Ibid.,  No.  21,  pp.  43,  46;  No.  25-26,  pp.   14-15;  also  Obshchya 
Soobrazhenya  o  Prichinakh  Sovremennoi  Dorogovizni,  p.  53. 
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dealers,  and  the  latter  were  retaining  these  stocks  in  the  hope  that, 
after  the  War,  there  might  be  an  enormous  demand  for  them  in  the 
world  market,  with  extraordinary  prices.  As  far  as  oats  were  con- 
cerned, there  was  extensive  speculation  through  the  instrumentality 
of  the  banks,  which  granted  loans  to  the  speculative  buyers.'* 

The  Part  Played  by  the  Banks. 

The  question  of  the  banks'  share  in  the  game  of  price-raising 
during  the  War,  and  of  their  subsidies  to  speculators,  should  be  con- 
sidered here.  It  is  well  known  that  many  of  the  largest  banks  in 
Russia  financed  the  food  dealers  during  the  War.  Thus,  in  the 
grain  trade,  the  following  banking  institutions  were  interested:  the 
Petrograd  International  Bank,  the  Russian  Bank  for  Foreign 
Trade,  the  Azov-Don  Bank,  the  Russian  Commercial  and  Industrial 
Bank,  the  Siberian  Bank,  the  Volga-Kama  Bank,  and  others.  In  the 
sugar  business,  the  following  were  interested :  the  Russian  Bank  for 
Foreign  Trade,  the  International  Bank,  the  United  Bank,  and 
others.  The  Siberian  Commercial  Bank  was  interested  in  the  meat 
business. 

A  careful  study  made  by  Professor  Haensel  of  the  role  of  the 
banks  in  commodity  speculation  during  the  first  year  of  the  War  led 
him  to  the  following  conclusions: 

It  is  fully  established  that  those  accounts  which  were  concerned 
specifically  with  speculation  in  commodities  greatly  increased  during 
the  War,  showing  a  far  larger  balance  than  during  the  corresponding 
months  previous  to  tlie  War.  I  have  in  mind  the  special  current  ac- 
counts secured  by  merchandise  and  merchandise  documents,  also  the 
loans  granted  on  the  security  of  such  merchandise  and  documents,  as 
well  as  the  credit  balances  of  correspondents,  representing  proceeds  of 
loans  secured  by  merchandise  and  such  documents.  [Between  October 
1,  1914,  and  April  1,  1915,  all  these  accounts  increased  from  296.3 
milHon  rubles  to  398.6  million.]"^ 

According  to  the  figures  given  by  M.  Prokopovich,  the  total  of 
such  accounts  during  the  War  was  (for  the  month  of  August  in 
each  year):  1913,  278.9  million  rubles;  and  1914,  297.2  million 
rubles;  1915,  364  million  rubles;  and  1916,  593.5  milhon  rubles.'" 

"  Trudi  Kommissii  po  Izuchenyu  Sovremennoi  Darogovisni,  issue  III, 
p.  137. 

2'  Ibid.,  issue  III,  p.  254.  Prokopovich,  op.  cit.,  pp.  173-174. 
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We  liave  also  the  figures  of  the  balances  of  loans  (for  a  specified 
time  or  at  call)  granted  on  goods  and  documents  on  the  first  of 
January  of  each  year:  1913,  228.7  million  rubles;  1914,  319  mil- 
lion rubles;  1915,  297.6  milhon  rubles;  1916,  435.6  milHon  rubles; 
1917,  627  million  rubles."'  We  must  also  point  out  here  that  loans 
on  merchandise  had  a  tendency  to  be  transformed  into  a  peculiar 
form  of  advance  crediting.  Thus  we  read: 

The  substance  of  this  operation  is  as  follows :  the  wholesale  dealer 
deposits  with  the  bank  not  more  than  20  per  cent  of  the  value  of  the 
merchandise;  the  bank  then  orders  the  required  merchandise  for  its 
own  account  and  in  its  own  name,  stores  the  goods  upon  receipt  in  its 
own  warehouses,  and  lets  the  merchant  take  the  goods  piecemeal,  ac- 
cording to  his  ability  to  redeem  them.  By  this  process  the  merchants, 
while  able  to  order  large  quantities  of  merchandise,  at  the  same  time 
guarantee  themselves  against  continued  increases  of  price.  Conse- 
quently, in  this  operation,  the  granting  of  a  loan  by  the  bank  comes 
before  the  actual  purchasing  and  selling  operation,  instead  of  after  it, 
as  in  the  case  of  ordinary  loans  on  goods."* 

The  effects  of  such  loans  in  advance  upon  the  commodity  mar- 
ket are  too  obvious  to  require  further  explanation  or  comment.  In 
judging  the  effects  of  increasing  bank  credits  like  these  upon  the 
condition  of  the  market,  we  have  to  bear  in  mind  the  rise  in  the 
price  of  the  goods  as  well  as  the  reduction  brought  about  in  the 
volume  of  circulation  of  such  goods. 

However,  it  is  not  possible  to  establish  definitely  the  extent  to 
which  the  banks  financed  the  trade  in  foodstuffs  during  the  War. 
It  is  also  hard  to  ascertain  the  extent  of  the  commercial  operations 
of  the  banks  themselves,  for  they  carefully  concealed  many  such 
operations  by  entering  them  in  their  books  under  perfectly  legiti- 
mate headings.  On  this  subject,  the  Petrograd  Treasury  Board  re- 
ported in  1916  as  follows: 

In  the  inflation  of  prices  of  essential  commodities,  a  very  harmful 
influence  is  exerted  by  the  activities  of  the  banks ;  they  are  buying  up 
goods  that  do  not  easily  perish,  store  them  in  their  warehouses,  and 
then  release  them  to  the  market  in  small  lots  at  high  prices.  Although 
the  law  prohibits  the  banks  from  engaging  in  commercial  transactions 

Narodnoe  Khozyaistvo  v  1916  Godu,  issue  VII,  p.  189,  on  the  total 
b.alanccs  of  joint-stock  banking  corporations;  also  issue  II,  pp.  42-43. 
Prokopovich,  op.  cit.,  p.  174. 
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involving  merchandise,  they  maintain  special  agents,  on  salary  as  well 
as  commission,  in  various  localities,  and  these  agents  buy  goods  with 
the  funds  of  the  banks.  To  conceal  this  business,  which  is  harmful  to 
the  interests  of  the  State,  particularly  at  such  a  moment,  these  banks 
keep  their  books  so  as  not  to  show  that  goods  have  been  obtained  with 
their  own  funds:  instead,  they  keep  special  clients'  accounts  for  this 
purpose.  In  these  accounts,  it  is  not  purchases  that  are  entered  on  the 
books,  but  the  receipt  of  goods  as  security  for  loans.  The  result  is  that 
the  grain  market  is  now  entirely  under  the  control  of  the  banks. 

Even  without  facts  like  these  we  could  scarcely  doubt  the  vast 
influence  exerted  upon  the  Russian  grain  market  during  the  War  by 
bank  financing.  As  a  matter  of  fact,  the  influence  of  the  banks  upon 
the  grain  market  had  been  important  even  before  the  War,  and  we 
have  no  cause  to  believe  that  it  was  weakened  during  the  War,  espe- 
cially when  we  consider  the  enormous  increase  in  deposits. 

M.  Jurowski  gives  the  figures  for  bank  loans  on  grain  for  the 
period  1899-1901,  showing  them  to  have  been,  on  the  average, 
223.7  million  rubles  a  year,  or  74  per  cent  of  the  total  value  of  all 
the  grain  exported  abroad.^"  The  lion's  share  in  these  loans  belonged 
to  private  banks.  But  as  he  accounts  for  only  22  of  the  most  im- 
portant banks,  we  may  assume  that  this  kind  of  credit  was  being 
granted  for  almost  the  whole  value  of  the  exports,  not  to  mention 
credit  on  notes.  Jurowski  describes  in  great  detail  the  process  of  the 
gradual  assumption  by  the  banks  of  the  functions  of  grain  mer- 
chants. At  first,  the  banks  granted  credits ;  afterward  they  sought 
actively  to  become  exporters,  find  purchasers,  and  so  forth.  An- 
other authority  on  the  grain  trade,  M.  Lyashchenko,^'  has  also 
noted  the  steadily  increasing  importance  of  bank  capital  in  the 
grain  trade. 

With  the  cessation  of  exports,  it  would  have  seemed  logical  for 
these  banks  to  turn  their  attention  to  the  home  market.  Considering 
the  enormous  flow  of  deposits  to  the  banks,  they  might  have  been 
expected  to  participate  at  least  to  the  same  extent  as  before,  if  not 
on  a  larger  scale,  in  the  grain  business.  And  in  view  of  the  narrower 

29  Obzor  Sostoyanya  Transporta  i  RynJcov,  issue  VI,  p.  45. 

Jurowski,  Der  russiche  Getreideexport,  Stuttgart  and  Berlin,  1910. 

^1  Lvashchenko,  Khlebnaya  Torgovlya  na  Vnutrennikh  Rinkakh  Evra- 
peiskoi  Rossii  (Grain  Trade  in  the  Home  Markets  of  European  Russia), 
Petrograd,  1912,  pp.  5,  6,  608-612. 
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limits  of  the  home  market,  this  participation  should  have  been  of 
greater  importance.  In  actual  fact,  however,  the  figures  do  not  ap- 
pear to  confirm  these  expectations,  even  though  local  reports  speak 
very  frequently  of  banks  having  a  part  in  the  speculative  trading 
in  grain  products.  The  official  data  communicated  by  the  banks  to 
the  Ministry  of  Finance  concerning  credits  granted  on  grain  be- 
tween January  1,  1913,  and  April  1,  1915,  show  a  dwindling  of 
loans,  as  compared  with  the  period  before  the  War.  But  the  in- 
crease in  loans  was  far  more  intensive  during  the  War  than  before 
it.  "The  opjjosite  holds  true  of  the  rate  of  speed  observed  in  repay- 
ments: it  was  slower  than  usual. 

We  have  no  data  relating  to  the  grain-mortgage  operations  of  the 
banks  for  the  whole  war  period.  Only  for  the  latter  part  of  1916 
(up  to  December  1)  does  the  secretariat  of  the  Special  Council 
supply  data  concerning  grain  mortgaged  with  State  and  private 
banks.  But  these  data  are  far  from  covering  all  the  private  banks 
and  all  the  institutions  of  small  credit.  It  appears  from  these  figures 
that  there  were  held  in  mortgage  altogether  32,232,800  puds,  of 
which  6,069,200  were  held  by  the  credit  associations,  14,924,200  by 
the  State  Bank,  and  only  the  remainder  by  the  commercial  joint- 
stock  banks. At  the  end  of  1916,  however,  the  grain  trade  was 
greatly  restricted  by  the  Government,  so  that  the  above  figures  can- 
not be  taken  as  a  fair  picture  of  the  conditions  of  the  business  in 
grain  mortgages  in  the  earlier  period  of  the  War. 

Nevertheless,  we  agree  with  the  views  expressed  by  M.  Haensel 
about  the  middle  of  1915  when  he  says: 

We  must  speak  of  a  general  tendency  manifested  by  the  banks  in 
their  trading  policy,  rather  than  of  the  absolute  quantity  of  their 
business  in  comparison  with  previous  years.  But  it  was  precisely  this 
persistent  tendency  to  develop  their  trading  operations  during  the  War 
.  .  .  which  played  a  most  important  part  in  this  instance.  While  it  is 
true  that  our  grain  trade  is  strongly  "democratized,"  some  of  the 
private  grain  firms  are  nevertheless  doing  immense  business,  amounting 
to  as  much  as  100  million  rubles  a  year.  Though  these  firms  use  only 
modest  credits  from  joint-stock  banks,  .   .  .  the  policy  of  the  banks 

Trudi  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovisni,  issue  III, 
p.  265. 

See  Torgovie  Zapasi  Khleba  {Stocks  of  Grain  Held  by  the  Traders), 
published  by  tlie  Special  Council  on  Food  Supply,  issue  I,  Petrograd,  1917, 
pp.  iii,  47. 
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and  of  these  big  firms,  which  coordinate  their  action  with  that  of  the 
banks,  exerts  great  pressure  upon  the  market.  The  watchword  of  price 
advance,  proclaimed  by  the  banks,  goes  far  beyond  the  sphere  of  their 
direct  operations.^* 

Speculation  by  the  banks  in  sugar  has  been  established  bej^ond 
doubt.  The  Russian  Bank  for  Foreign  Trade,  the  International 
Bank,  the  Kiev  Private  Bank — these  are  names  we  find  time  after 
time  mentioned  in  the  bulletins  of  the  Kiev  Exchange.^'^  From 
Astrakhan  it  was  reported  that  the  banks  controlled  there  the  entire 
business.  In  May,  1915,  the  banks  applied  for  237  out  of  a  total  of 
357  trucks  required  for  transpox'ting  sugar  consigned  to  the  mu- 
nicipality of  Petrograd.  To  transport  lump  sugar,  a  total  of  145 
trucks  were  required,  and  of  these  the  Russian  Bank  for  Foreign 
Trade  wanted  not  less  than  140.^"  In  May,  1915,  toward  the  end  of 
that  month,  the  sugar  held  by  commercial  banks  amounted  to 
4,406,400  puds.  "If  we  convert  these  millions  of  puds  into  rubles, 
the  vast  amount  of  money  invested  by  the  banks  in  sugar  becomes 
obvious,  not  to  mention  the  great  dependence  of  the  sugar  refineries 
upon  the  banks. "^'^ 

"At  first,  only  one  or  two  banks  specialized  in  sugar.  Now  prac- 
tically all  the  banks  are  interested  in  this  trade.  One  refinery  after 
another  is  now  falling  into  the  hands  of  the  banks.  A  tremendous 
speculation  for  the  rise  has  started  in  sugar."  Such  was  the  comment 
of  a  practical  business  man  acquainted  with  the  situation  in  1915.^^ 

P'rom  the  report  of  the  Special  Council  on  Food  Supply  we  have 
gathered  even  more  interesting  facts.  It  appears  that  in  1914-1915 
the  banks  had  purchased  from  the  refineries  a  total  of  21,395,670 
puds,  or  26.29  per  cent  of  all  the  sugar  bought.^"  While  it  is  true 
that  this  was  acquired  (in  the  form  of  granulated  sugar)  largely  for 
the  refineries  belonging  to  the  banks,  the  fact  remains  that  the  figure 
shown  above  reveals  very  strikingly  the  vast  importance  of  the 
banks  in  the  sugar  trade. 

Trudi  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovisni,  issue  III, 
p.  265. 

Ibid.,  issue  II,  p.  163.  Ibid.,  issue  II,  p.  164. 

"  Ibid.,  issue  III,  p.  267.  Ibid.,  issue  III,  p.  259. 

Obshchya  Soobrashenya  o  Prichinakh  Sovremennoi  Dorogovizni,  p.  56. 
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The  Role  of  All  These  Factors  in  the  Case  of  "Plentiful" 

Commodities. 

The  refusal  of  producers  to  sell,  an  extraordinarily  heavy  con- 
sumption demand,  and  speculation  by  middlemen,  in  the  course  of 
the  War,  are,  consequently,  indisputably  established  facts.  But  why 
did  all  these  factors  come  into  play  where  "plentiful"  goods  were 
concerned,  such  as,  for  example,  wheat,  barley,  sugar?  Let  us  con- 
sider, for  instance,  the  fact  that  producers  refused  to  send  their 
products  to  market.  What  was  the  cause  of  this.''  In  the  first  place, 
the  families  of  mobilized  men  were  afraid  lest  their  farming  enter- 
prises should  suffer  by  their  departure  and  they  naturally  hoarded 
as  much  as  possible  against  such  an  emergency.^" 

In  the  second  place,  the  threats  of  crop  failures  made  the  peas- 
antry fear  for  the  future.  Thus,  in  territories  that  were  in  danger 
of  a  crop  failure  in  1916,  producers  could  be  seen  to  be  positively 
reluctant  to  dispose  of  their  goods,  whereas  in  areas  where  the  har- 
vest was  expected  to  be  good  a  decided  inclination  to  sell  was 
noticeable.^^  These  reasons  are  easy  enough  to  understand,  but 
they  did  not  apply  everywhere.  Moreover,  the  latter  reason  could 
not  possibly  hold  good  for  1915—1916. 

Apparently,  during  the  first  two  years  of  the  War,  the  situation 
was  generally  attributable  to  an  altogether  different  factor:  the  ex- 
pectation of  a  continued  rise  in  prices,  which  made  producers  defer 
the  disposal  of  their  goods.  This  happens  to  be  mentioned  very  fre- 
quently in  the  reports  from  various  parts  of  the  country,  which  we 
have  quoted  above.  But,  assuming  this  to  have  been  true,  there 
arises  the  question.  Whence  came  the  first,  initial  rise  in  prices  ?  The 
monetary  wealth  of  the  peasantry  cannot,  of  itself,  explain  any- 
thing, since  this  was  merely  one  of  the  conditions  that  made  it  pos- 
sible to  refrain  from  selling;  and,  according  to  local  reports,  the 
real  cause  of  this  hesitation  to  sell  was  precisely  in  the  rise  of  prices. 
During  the  period  referred  to  by  the  reports  in  question,  there  cer- 
tainly was  a  desire  to  sell,  but  at  the  same  time  there  was  a  con- 
viction that  prices  would  rise  higher.  We  are  driven  to  assume  that 

*°  See  Prokopovich,  op.  cit.,  pp.  137-138;  also  Materyali  po  Voprosu  oh 
Ustanovlenii  Tverdikh  Tscn  na  Khlebnie  Produkti  do  Urozhaya  1917  Goda, 
Part  III,  p.  111. 

"  Obzor  Transporta  i  Rinkov,  issue  X,  pp.  9,  10,  11,  20,  28,  35,  36. 
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this  conviction  rested  upon  the  increasing  speculation  of  the  middle- 
men, who  were  buying  up  the  products. 

What  Makes  Speculation  Possible? 

Hand  in  hand  with  the  refusal  of  producers  to  market  their 
goods,  as  we  have  seen,  went  an  extraordinary  consumers'  demand. 
What  caused  this  phenomenon?  Fii-st  of  all,  the  consumer  begins  to 
hoard  supplies  only  when  he  believes  that  it  will  be  impossible  to 
find  them  in  the  market  whenever  needed.  In  the  second  place,  the 
consumer  will  hoard  supphes  also  when  he  believes  that  prices  are 
inevitably  bound  to  advance.  This  leads  us  to  inquire  what  caused 
otherwise  plentiful  products  to  become  scarce  and  what  was  re- 
sponsible for  their  rising  prices.  There  is,  again,  but  one  possible 
answer:  Speculation  by  middlemen. 

Now,  however,  another  question  arises — Where  did  this  specula- 
tion originate.''  As  regards  those  commodities  that  were  greatly  re- 
duced in  output,  or  those  that  simply  could  not  keep  pace  with  the 
demand,  there  is  nothing  very  puzzling  about  the  phenomenon  of 
speculation.  But  in  the  case  of  products  hke  wheat,  barley,  sugar, 
to  some  extent  also  rye,  and  some  others,  the  presence  of  speculation 
during  the  first  two  years  of  the  War  is  a  strange  phenomenon. 

The  fact  is  that  speculation  cannot  assume  large  proportions  so 
long  as  it  is  not  supported  by  certain  objective  factors  which  afford 
continuous  ground  for  speculative  combinations  and  machinations. 
It  is  clear  that  the  war-time  speculators  lost  all  sense  of  moderation 
and  discipline.  But  then,  why  did  not  the  whole  structure  of  specu- 
lation soon  collapse,  as  always  happens  when  speculators  sweep  the 
market  ? 

We  must  admit  the  possibility,  therefore,  that  the  speculators, 
and  especially  the  banks,  did  not  throw  themselves  blindly  into  the 
risky  game  of  speculation,  but  reckoned  with  certain  objective  fac- 
tors and  conjunctures  which  seemed  to  justify  their  gambling,  and 
that  they  started  their  activities  with  the  assurance  born  of  a  clearly 
manifest  upward  tendency  of  prices.  Such  a  tendency  was  bound  to 
show  itself  at  some  point,  and  bound  to  stir  speculative  appetites 
because  of  its  steady  progress.  In  these  conditions  the  banks  them- 
selves only  follow  the  actual  movement  of  prices.  When  prices  go  up, 
they  extend  their  credits;  when  prices  fall,  they  quickly  curtail 
them.  At  the  beginning  of  the  War,  when  several  different  kinds  of 
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cereals  showed  a  decline  in  prices,  the  banks  curtailed  their  loan 
operations.  A  similar  phenomenon  could  be  observed  in  June  and 
July,  1915.  Good  harvest  pi'ospects  made  the  speculators  fear  the 
results  of  the  appearance  of  fresh  grain  in  the  market.  This  ex- 
plains why,  as  if  at  the  waving  of  some  magic  wand,  immense  sup- 
plies of  grain  withheld  until  then  by  the  speculators  suddenly  ap- 
peared in  the  market  during  the  first  months  of  that  summer.  To 
avoid  even  heavier  losses  in  future,  the  speculators  hastened  to  dump 
their  stocks  on  the  market.  Curtailments  of  loans  by  the  banks  were 
observable  as  early  as  in  April.  Evidently,  both  the  owners  of  mer- 
chandise and  the  banks  were  beginning  to  fear  that  the  existing  high 
level  of  prices  would  not  last  very  long.  * 

It  thus  appears  that  speculation,  taken  by  itself,  can  neither  raise 
nor  depress  prices.  All  it  does  is  merely  to  strengthen  tendencies 
which  already  exist  in  the  movement  of  prices,  acting  in  the  capacity 
of  a  huge  "amplifier,"  doubling  or  trebling  the  power  of  economic 
phenomena  and  extending  their  range. 

Unable  to  explain  the  high  prices  of  a  number  of  commodities 
under  the  headings  of  "potential  supply"  and  "ordinary  consump- 
tion demand,"  we  have  sought  assistance  in  such  concepts  as  "hesi- 
tation of  the  producers  to  sell,"  "extraordinary  consumption  de- 
mand," and  "speculation  by  middlemen,"  as  being  perhaps  the 
factors  that  might  have  caused  prices  to  advance  as  they  did.  Yet 
we  were  forced  to  observe  at  the  same  time  that  the  latter  three 
factors,  in  turn,  depended  ver}'^  largely  during  the  first  two  years 
of  the  War  upon  a  rise  in  prices,  even  though  it  is  admitted  that 
these  same  factors  thenceforth  contribute  to  such  a  rise.  We  are 
here  face  to  face  with  an  evident  vicious  circle. 

This  vicious  circle,  however,  is  easily  broken  when  we  consider 
another  factor  that  contributed  to  the  increase  of  the  extraordi- 
nary consumers'  demand  and  to  the  speculation  of  the  middlemen, 
and  that  stimulated  producers  to  defer  their  marketing.  A  hint 
at  this  factor  may  be  found  in  the  following  statement  by  a  very 
shrewd  business  man  in  reply  to  a  request  from  the  Chuprov  Society 
for  his  opinion  regarding  the  part  played  by  the  banks  in  the  rise 
of  prices: 

I  hold  the  banks  responsible  for  the  disorganization  of  our  com- 
modity market.  This  is  due  chiefly  to  the  fact  that  they  have  no  policy, 
but  simply  follow  market  developments.  In  this  respect,  the  banks  are 
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simply  speculators.  When  prices  become  inflated,  they  increase  their 
commodity  loans  and  thereby  contribute  to  a  still  heavier  inflation. 
Again,  when  prices  drop,  the  banks  curtail  credits,  with  the  result  that 
prices  drop  still  lower.  The  harm  that  is  caused  by  this  lack  of  a 
definite  policy  could  be  seen  in  the  grain  business  this  year.  At  the  be- 
ginning of  the  War,  when  grain  exports  came  to  a  standstill,  grain 
prices  began  to  fall  and  the  banks  suspended  further  loans  on  this 
commodity.  This  policy  was  pursued  for  about  half  a  year.  The  re- 
sult was  that  in  the  large  centers  the  stocks  of  grain  were  completely 
exhausted,  as  the  dealer  will  never  keep  grain  in  storage  at  his  own 
expense.  Since  no  loans  were  being  granted,  further  consignments  of 
grain  to  these  large  centers  came  to  a  standstill,  with  the  result  that, 
as  already  stated,  the  supplies  on  hand  there  were  soon  exhausted  and 
prices  mounted,  while  prices  in  the  producing  localities  stood  low.  .  .  . 
It  is  true,  the  difference  of  price  in  the  large  urban  centers  and  pro- 
ducing localities  resulted  in  a  change  of  policy  in  the  banks,  and  they 
resumed  granting  loans  on  grain. 

It  is  entirely  wrong  to  maintain  that  the  depletion  of  cereal 
stocks  in  the  large  urban  centers  was  bound  up  with  the  policy  of 
the  banks.  But  it  is  quite  correct  to  say  that  the  difference  in  price, 
as  between  producing  and  consuming  markets,  resulting  from  an 
unequal  distribution  of  foodstuffs  throughout  the  country,  was 
necessarily  a  factor  encouraging  speculation,  and  this,  in  turn,  was 
bound  to  cause  producers  to  defer  the  disposal  of  their  goods.  More- 
over, the  unequal  distribution  of  the  foodstuffs  throughout  the 
country  could  not  help  causing  an  extraordinary  demand  by  con- 
sumers and  speculation  by  middlemen  wherever  a  scarcity  was  felt 
and  prices  advanced. 

Dislocation  of  the  Market. 

It  will  be  clear  from  all  that  has  been  said  here  that  our  problem 
is  chiefly  one  of  an  abnormal  disruption  of  producing  and  consum- 
ing markets  during  the  War,  causing  the  effective  demand  to  break 
away  from  the  ordinary  consumption  demand  (and  increase)  and 
the  effective  supply  to  break  away  from  the  potential  supply  (and 
diminish).  The  whole  problem  ultimately  resolves  itself  into  an  in- 

^-  Trjidi  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizni,  issue  II,  p. 
259. 
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vestigation  of  the  consequences  of  the  phenomenon  knowTi  as  dis- 
organization of  transport,  as  well  as  of  other  factors  contributing 
their  share  to  this  disruption  of  the  production  and  consumption 
markets. 


CHAPTER  IX 


EFFECTS  OF  TRANSPORT  CONDITIONS 
UPON  THE  FOODSTUFFS  MARKET 

Geographical  Distribution  of  Production  and 
Consumption  Markets. 

To  convey  a  clear  idea  of  the  influence  exerted  by  the  state  of  trans- 
port upon  the  market  in  foodstuffs,  we  must  say  a  few  words  about 
the  geographical  distribution  of  the  production  and  consumption 
markets  in  Russia.  For  obvious  reasons,  our  discussion  of  this  sub- 
ject cannot  go  into  minute  details;  we  shall  operate  with  large  geo- 
graphical divisions,  thus  inevitably  passing  by  many  very  charac- 
teristic details  in  the  relations  between  various  areas.  We  shall 
begin  with  cereals.^ 

The  consuming  regions  for  the  four  principal  cereals  were 
scattered  throughout  the  empire  in  several  large  groups.  The  larg- 
est consuming  region  comprised  all  the  northern  (except  Vyatka), 
northwestern,  western,  and  central  industrial  provinces,  requiring  a 
yearly  average  of  about  241  million  puds  of  the  four  principal 
cereals  from  other  parts  of  the  country  (we  do  not  consider  here 
those  cereal  movements  which  were  proceeding  between  one  section 
and  another  within  the  limits  of  the  area  we  are  now  discussing). 
They  required  chiefly  wheat,  rye,  and  oats,  and  a  small  amount  of 
barley.  Although  more  wheat  than  rye  used  to  be  sent  into  this  area, 
the  wheat  required  was  considerably  less  than  the  rye  (146  million 
puds  against  401  million  puds).  Wheat  played  the  principal  part 
in  the  requirements  of  the  cities,  but  this  area  produced  almost  ex- 
clusively rye  (314  million  puds  against  42  million  puds  of  wheat). 

The  second  area  of  consumption  was  made  up  of  the  Baltic  and 
Vistula  territories  (Poland,  Lithuania,  Livonia,  Esthonia),  which 
took  44.3  million  puds  of  the  four  cereals.  Next  followed  Trans- 
Caucasia,  requiring  20.2  million  puds,  the  Amur,  taking  17.4 

^  Information  on  grain  areas,  as  well  as  Tables  46,  47,  and  48,  has  been 
taken  from  the  monograph  of  M.  Demosthenov,  Klebni  Balans  Rossii  {Grain 
Balance  of  Russia),  published  in  Ekonomisheskya  Zapiski  {Economic  Bul- 
letin), issues  I  and  II,  Paris,  1921,  and  compiled  on  the  basis  of  the  mate- 
rials of  the  official  publication  of  the  Special  Council  on  Food  Supply 
Proizvodstvo,  Perevozki,  i  Potreblenie  Kklehov  v  Rossii,  issue  I,  Petrograd, 
1916.  Tlie  figures  used  here  are  averages  for  1909-1913. 
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million  puds,  Turkestan,  with  17.1  million  puds,  and  Astrakhan 
province  and  Eastern  Siberia.  Data  concerning  the  production, 
consumption,  dispatches,  and  receipts  of  cereals  in  all  consumption 
areas  will  be  found  in  Table  46. 

The  deficits  in  the  cereal  supply  of  the  territories  just  enumerated 
were  covered  by  consignment  from  the  producing  areas,  which 
formed  a  semicircle  about  the  largest  area  of  consumption,  in  the 
north,  northwest,  west,  and  center  of  the  country.  The  producing 
belt  ran  in  a  broad  strip,  which  included  the  Ukrainian,  Novo- 
rossisk,  and  central  agricultural  regions,  from  the  southwest  of 
Russia  to  the  southeast  (to  Ciscaucasia  and  the  Don  territory), 
extended  along  the  Volga  as  far  as  the  Kama  region,  and  terminated 
in  Western  Siberia  in  the  east,  and  in  the  Steppe  region  in  the 
south.  Beyond  this  producing  belt  were  situated  consuming  areas  of 
secondary  importance.  The  reservation  should  here  be  made,  how- 
ever, that  the  pi'oduction  regions  were  not  necessarily  production 
regions  for  all  four  principal  cereals :  while  they  might  have  been 
dispatching  to  other  sections  of  the  empire  (net  dispatches,  in  ex- 
cess of  receipts)  one  or  another  kind  of  grain,  they  might  have  been 
receiving  others  (net  receipts,  that  is,  in  excess  of  dispatches).  If 
we  have  classified  certain  areas  as  production,  we  have  done  it  only 
because  dispatches  of  one  particular  kind  of  cereal  belonging  to  one 
particular  group  of  cereals  (food,  fodder,  etc.)  exceeded  the  re- 
ceipts of  some  other  kind  within  the  same  group  of  cereals. 

The  Kama'  and  central  agricultural^  producing  areas  produce 
mainly  rye  and  oats.  As  regards  wheat,  they  had  to  bring  it  in  from 
other  sections  of  the  country,  but  barley  they  themselves  grew  in 
nearly  sufficient  quantities.  However,  they  dispatched  at  the  same 
time  rye  (grain  and  flour)  and  oats,  amounting  to  173  million  puds. 
After  balancing  dispatches  of  rye  and  oats,  on  the  one  hand,  and 
receipts  of  wheat  and  barley,  on  the  other,  we  still  obtain,  for  tlie 
net  dispatches,  the  very  impressive  figures  of  44.7  million  puds  of 
rye  and  106.4  million  puds  of  oats. 

The  southwestern,*  Ukrainian,^  and  southeastern*  regions  pro- 

^  Provinces  of  Vyatka,  Kazan,  and  Ufa. 

*  Provinces  of  Penza,  Tambov,  Ryazan,  Tula,  Orel,  and  Kursk. 

*  Provinces  of  Kiev,  Volhynia,  and  Podolia. 

°  Provinces  of  Poltava,  Kharkov,  and  Voronezh. 

®  Provinces  of  Orenburg,  Simbirsk,  Samara,  and  Saratov. 
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duce  rye,  wheat,  barley,  and  oats.  In  the  aggregate  these  regions 
dispatched  228  milHon  puds  of  rye  and  wheat  (grain  and  flour) ,  of 
which  rye  made  up  about  50  milHon  puds,  and  about  32  million 
puds  of  barley  and  oats,  of  which  oats  made  up  about  21.5  million 
puds. 

The  third  large  area  of  production  comprised  the  Novorossisk- 
Don^  region  and  Ciscaucasia.^"  These  are  mainly  wheat  and  barley 
territories.  Their  dispatches  of  wheat  and  rye  (grain  and  flour) 
reached  the  enormous  figure  of  315  million  puds  (about  31  million 
puds  of  r3'e),  and  of  barley  211  million  puds. 

Lastly,  West  Siberia"  and  the  Steppe^  ^  region  produce  chiefly 
wheat  and  oats.  They  are  not  very  important  in  the  total  cereal  pro- 
duction of  the  country,  for  they  dispatched  only  27.1  million  puds 
of  rye  and  wheat  (grain  and  flour) ,  and  2.3  million  puds  of  oats  and 
barley ;  yet  the  mistaken  idea  prevails  that  Siberia  offers  a  well-nigh 
inexhaustible  reservoir  of  cereals. 

The  totals  of  production,  consumption,  and  other  items  of  in- 
terest concerning  the  production  regions  will  be  found  in  Table  47. 
We  may  add  here  that  not  only  did  the  production  areas  cover  the 
deficits  of  the  consuming  areas,  but  that  they  were  able,  in  addition, 
to  export  enormous  quantities  of  grain  to  foreign  markets.  The 
total  cereal  balance  of  the  empire  is  given  in  Table  48. 

Before  we  proceed  to  consider  regions  producing  foodstuffs  other 
than  cereals,  a  few  words  should  be  said  regarding  the  chief  centers 
of  flour  production.  Table  49  gives  a  clear  view  of  the  most  impor- 
tant flour-manufacturing  areas.  Most  of  these  belong  at  the  same 
time  to  the  category  of  provinces  dispatching  grain  to  other  sec- 
tions of  the  country,  that  is,  most  Russian  flour-manufacturing 
areas  have  their  own  local  supply  of  grain  and  are  situated  in  the 
producing  zone.  Still,  thei'e  are  also  important  flour-producing  cen- 
ters situated  in  the  consuming  regions,  or  next  to  these,  working 
their  mills  with  outside  grain.  Such  centers  are:  Ribinsk,  in  the 
province  of  Yaroslav,  Sizran,  in  the  province  of  Simbirsk,  Nizhni- 

"  Provinces  of  Bessarabia,  Tauride,  Kherson,  Ekaterinoslav,  and  the  Don 
Territory. 

^°  Province  of  Stavropol  and  the  territories  of  Terek  and  Kuban. 
■"^  Provinces  of  Tomsk  and  Tobolsk. 

Territories  of  Akmolinsk,  Uralsk,  Turgay,  and  Semipalatinsk. 
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Novgorod,  and  Esthonia.  To  the  same  category  may  be  added  a  few 
flour  centers  in  the  province  of  Orel  (Eletz,  Livny),  and  others. 

TABLE  48 

GRAIN  BALANCE  OF  RUSSIA,  1909-1913^* 

Rye              Wheat                Barley  Oats 
{in  thousands  of  puds) 

Production: 

Production  regions         853,220.2     1,126,787.0        508,148.8  599.981.0 

Consumption  regions     576,412.3        227,202.6        162,340.2  364,587.9 


Total  1,429,632.5  1,353,989.6  670,489.0  964,568.9 
Consumption: 

Production  regions  705,300.6  660,052.2  283,578.4  471,716.9 

Consumption  regions  678,456.9  417,008.4  162,850.6  425,549.7 


Total  1,373,757.5  1,077,060.6  446,429.0  897,266.6 

Balances : 

Dispatched  from  pro- 
duction regions  +147,919.6  +466,734.8  +224,570.4  +128,264.1 

Received  in  con- 
sumption regions  —  102,044.6  —189,805.8  —510.4  —60,961.8 

Balance  available 
for  foreign 

exports  +45,875.0  +276,929.0  +224,060.0  +67,302.3 


TABLE  49 
FLOUR  PRODUCING  PROVINCES 

{Figures  in  this  table  represent  averages  for  the  period  1909—1913) 

Rye  flour  Wheat  flour 

Grain  dis-  Grain  dis- 


Flour 

patched  (  +  )  and 

Flour 

patched  (  +  ) 

Province 

dispatched  (  +  ) 

received  (  — ) 

Province         dispatched  (4-) 

received  ( — 

(in  millions  oj  puds) 

(in  millions  oj  puds) 

1. 

Tambov 

-1-13.06 

4-2.97 

1. 

Saratov 

4-18.98 

-1.74 

2. 

Saratov 

4-8.61 

4-0.77 

2. 

Ekaterinoslav 

4-13.28 

4-32.24 

3. 

Ufa 

-1-5.66 

4-15.83 

3. 

Poltava 

4-12.13 

4-0.64 

4. 

Samara 

4-5.28 

4-9.00 

4. 

Samara 

4-12.11 

4-61.74 

5. 

Kazan 

4-4.86 

4-5.08 

5. 

Nizhni-Novgorod  4-9.42 

-18.65 

6. 

Poltava 

4-4.05 

4-4.51 

6. 

Don  Territory 

4-8.99 

4-48.49 

7. 

Penza 

4-3.90 

4-0.25 

7. 

Orenburg 

4-8.22 

4-6.53 

8. 

Simbirsk 

4-3.30 

4-0.93 

8. 

Kharkov 

4-5.88 

+5.55 

9. 

Yaroslav 

4-3.08 

-7.12 

9. 

Kuban  Territory 

4-5.15 

4-50.33 

10. 

Esthonia 

4-3.06 

-3.66 

10. 

Simbirsk 

4-4.67 

-4.29 

^*  Flour  is  expressed  in  terms  of  grain. 
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Other  Foodstuffs. 

We  may  now  consider  the  foodstuffs  other  than  cereals. 

Regarding  the  butter-producing  regions  we  have  already  stated 
all  that  may  be  of  interest.  We  have  shown  that  the  principal  areas 
of  production  of  this  article  were  in  Siberia  and  northern  European 
Russia  (the  provinces  of  Vologda,  Novgorod,  Yaroslav,  Tver,  and 
some  others) . 

In  the  dispatches  of  live  stock  and  meat,  the  most  important  part 
belonged  to  the  Lower  Volga,  southwestern,  Ukrainian,  Steppe, 
Novorossisk,  Siberian,  and  central  agricultural  provinces  (named 
here  in  the  order  of  their  importance).  Upon  the  whole,  it  may  be 
said  that  such  disj)atches  came  largely  from  areas  with  a  plentiful 
supply  of  forage.  In  the  southwestern  areas  excellent  feeding  mate- 
rial was  obtained  from  the  sugar  plantations :  in  the  Steppe  region 
and  Siberia,  from  their  naturally  fine  pastures ;  and  in  the  central 
areas,  from  the  distilleries.  We  observe  thus  that  cattle  and  meat 
came  chiefly  from  the  grain-producing  regions.  The  sole  exception 
was  in  the  case  of  swine:  Poland  ranked  first  as  a  source  of  this 
supply. 

The  production  of  sugar  is  concentrated  in  the  following  prov- 
inces: Kiev,  Podolia,  Kharkov,  Kursk,  Volhynia,  Chernigov,  Kher- 
son, and  several  others,  that  is,  in  the  southwestern,  Ukrainian,  and 
central  agricultural  regions"  (the  production  ranking  in  the  order 
here  named) . 

The  production  of  salt  as  already  noted  is  concentrated  in  the 
regions  of  Perm,  Orenburg,  Donets,  Astrakhan,  and  the  Crimea. 

Disorganization  or  Inadequacy  of  Transport?  Analysis 
of  the  Phenomenon  and  Its  Significaiice. 

From  what  has  been  stated  here  concerning  the  geographical  dis- 
tribution of  the  Russian  production  and  consumption  markets,  it 
should  be  easy  to  form  a  conception  of  the  vast  significance  of  a 
disorganized  transport  system.  The  phenomenon  known  in  Russia 
during  the  War  as  disorganization  of  transport  was,  strictly  speak- 
ing, not  so  much  a  disorganization  of  transport  as  an  inadequacy 

See  A.  D.  Breiterman,  Potreblenie  Sakhara  v  Rossii  (Consumption  of 
Sugar  in  Russia),  Petrograd,  1916;  also  Obzor  Deyatelnosti  Osobago 
Soveshchanya  po  Prodovolstvyu,  pp.  386  sqq. 
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of  facilities.  Every  source  of  information  seems  to  show  that  the 
amount  of  work  actually  performed  by  the  railways  vastly  increased 
during  the  War.  Neither  heavier  loads  nor  longer  hauls  were  suffi- 
cient to  overcome  the  following  two  obstacles  which  jJi'evented  the 
Russian  railways  from  coping  with  the  demands  presented  to  them : 
(1)  insufficient  rolling  stock,  especially  on  the  State  railways, 
coupled  with  a  poor  capacity  of  the  line,  and  (2)  uneven  geographi- 
cal distribution  of  the  network  of  railways,  with  the  result  that  the 
maximum  capacity  of  the  line  east  of  the  Petrograd-Moscow-Khar- 
kov-Sebastopol  railway  was  only  one-third  of  that  in  the  western 
parts  of  the  country. 

Yet  the  course  of  military  freights  ran  from  east  to  west,  so  that 
the  weak  eastern  system  was  soon  congested  and  the  traffic  from 
south  to  north  was  blocked.  The  natural  consequence  was  that  it 
was  difficult  to  move  food  supplies  from  the  eastern  and  southern 
regions  to  the  northern  and  centi'al  consuming  regions.  As  long  as 
the  front  remained  stationary,  or  as  long  as  it  kept  moving  only 
gradually  or  partly,  the  railways  were  able  somehow  to  handle  their 
traffic  problems.  But  at  periods  of  troop  concentration  or  mobiliza- 
tion, at  moments  of  a  general  offensive  or  retreat,  especially  when 
retreats  were  complicated  by  vast  migrations  of  refugees,  the  rail- 
ways found  themselves  absolutely  unable  to  cope  with  the  situation. 
Thus,  for  instance,  from  the  outbreak  of  the  War  till  the  middle  of 
October,  1914,  civil  freights  had  to  be  stopped  entirely,  to  permit 
the  mobilization  and  concentration  of  the  army. 

During  the  first  half  of  1915  there  was  a  considerable  improve- 
ment in  the  situation,  only  to  be  followed  again  by  the  acutest  form 
of  disorganization,  due  to  the  retreat  of  the  Russian  armies  and  the 
wholesale  evacuations  of  institutions  and  refugees  in  the  latter  part 
of  the  year.  Similar  situations  were  observed  again  in  1916,  and  they 
became  worse  in  1917,  after  the  Revolution. 

It  should  be  noted  that  disorganization  of  transport  affects  the 
market  in  foodstuffs  and  the  movement  of  prices  not  only  when  it 
results  in  an  obvious  deficit  in  the  usual  quantity  of  freight  de- 
livered within  a  certain  definite  period  of  time;  it  affects  the  market 
and  the  prices  also  when — in  spite  of  an  almost  normal  total  result 
of  transport — there  is  an  extreme  irregularity  in  transport  within 
a  certain  definite  period  of  time.  This  irregularity  of  transport, 
even  though  it  may  ultimately  produce  only  a  small  deviation  from 
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the  normal,  constitutes  an  independent  factor  in  the  determination 
of  prices  not  ahvays  sufficiently  realized  and  emphasized.  Hence  it 
follows  that  a  mere  comparison  of  the  amounts  of  freight  conveyed 
in  peace-time  and  in  war  cannot  be  considered  sufficient.  For  exam- 
ple, we  cannot  assert  that  the  disorganization  of  transport  had  no 
influence  whatever  upon  the  flour  market  only  because  as  much  flour 
was  carried  during  the  War  as  before  the  War.  But  the  presence  of 
an  actual  shortage  in  deliveries  always  must  be  regarded  as  a  sure 
sign  of  disorganization  of  transport  and  shows  that  it  has  its  effect 
upon  the  market. 

It  is  to  be  regretted  that  no  complete  reports  on  the  conveyance 
of  freight,  and  especially  of  foodstuffs,  are  available  for  the  entii'e 
period  of  the  War.  We  offer  below  two  tables  compiled  from  official 
data." 

TABLE  50 
FREIGHTS  MOVED  BY  RAIW 

191S  1914  1915 

(in  thousands  of  puds) 

European  Russia  14,938,008        12,974,546  10,727,142 

Asiatic  Russia  653,393  627,519  803,878 

Total  15,591,401        13,602,065  11,531,020 

TABLE  51 


FOODSTUFFS 

MOVED  BY 

RAIL 

1913 

1914 

1915 

(in  thousands  of  puds) 

Grain 

844,548 

628,149 

433,213 

Flour  (rye  and  wheat) 

284,284 

294,595 

306,956 

Meat  (exclusive  of  pork) 

9,602 

9,002 

9,306 

Pork  and  bacon 

3,552 

3,624 

3,265 

Cabbage 

7,718 

7,259 

7,075 

Potatoes 

38,086 

33,355 

27,028 

Onions 

5,454 

4,687 

3,556 

Cucumbers 

3,538 

2,358 

1,218 

Fish  (live,  fresh,  frozen) 

8,500 

8,743 

6,873 

Fish  (dried,  smoked,  salted) 

58,291 

45,050 

36,374 

1"  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  VII,  pp.  276-293. 
1'  The  length  of  the  Russian  railway  lines  was  62,346  versts  (43,642 
miles)  in  1914,  and  63,654  versts  (44,558  miles)  in  1915. 
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Sugar  and  sugar  residue 
Salt 

Buckwheat  grits 
Millet 

Dairy  products 
Fats  and  tallow 
Eggs  and  yolks 

Large  horned  cattle 
Swine 


1913 

1914 

1915 

{in 

thousands  o/pjtds) 

136,920 

125,718 

131,595 

123,814 

115,057 

98,551 

15,645 

12,929 

7,483 

19,674 

19,369 

13,809 

27,182 

23,181 

20,007 

5,264 

4,533 

4,623 

17,220 

13,676 

8,803 

{in  thousands  of  heads) 

1,494 

1,364 

1,339 

1,405 

1,041 

870 

This  picture  of  "transport  deficits"  in  foodstuffs  during  the  War 
will  change  considerably  when  we  take  into  consideration  that  dur- 
ing 1913  and  191-i  a  portion  of  all  such  consignments  was  carried 
by  rail  for  export  abroad.  We  regret  that  we  are  unable  to  arrive  at 
reliable  figures  of  the  consignments  by  rail  and  those  by  water,  for 
the  purpose  of  export.  In  1913,  about  517  to  524  million  puds  of 
cereals  went  abroad  by  rail.  For  the  first  half  of  1911)  no  data  are 
available. 

Taking  into  account  the  geographical  distribution  of  the  Russian 
markets  of  production  and  consumption,  as  well  as  the  peculiar 
features  of  the  disorganization  of  transport,  we  are  able  to  see  at 
once  that  these  transport  difficulties  inevitably  broke  up  the  whole 
country,  as  it  were,  into  several  isolated  areas.  Roughly  speaking, 
and  leaving  aside  consumption  regions  of  secondax'y  importance,  we 
are  justified  in  assuming  that  the  disorganization  of  transport 
broke  the  connection  between  the  production  areas  of  the  south  and 
southeast,  on  the  one  hand,  and  the  immense  consumption  areas  of 
the  center,  north,  and  northwest,  on  the  other.  Our  further  discus- 
sion will,  therefore,  proceed  upon  the  assumption  that  there  was  a 
geographical  isolation  between  the  areas  of  consumption  and  pro- 
duction, in  spite  of  the  fact  that  we  recognize  the  consuming  char- 
acter of  large  cities  irrespective  of  their  situation  in  an  area  of  con- 
sumption or  production. 

Effect  of  Disorganization  of  Transport  upon  Prices. 

We  may  now  inquire  how,  and  to  what  extent,  disorganized  trans- 
port affected  prices  in  consumption  and  production  regions.  Did 
Russia  during  the  War  lapse  into  a  state  such  as  prevailed  at  a  time 
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when  she  was  still  divided  into  several  entirely  independent  eco- 
nomic regions?  And  was  there  a  complete  breakdown  of  the  ordinary 
machinery  by  which  jjrices  are  determined?  The  truth  is  that  there 
was  no  such  thing  as  a  complete  disruption  of  the  country  into  en- 
tirely isolated  areas,  with  an  independent  demand  and  supply,  and 
with  an  independent  movement  of  prices.  Yet,  with  transport  badly 
crippled,  the  whole  machinery  of  price  formation  differed  greatly 
from  what  it  was  previous  to  the  War,  resulting  in  truly  amazing 
phenomena. 

Under  the  normal  conditions  of  transport,  uniform  ratios  of  de- 
mand and  supply  throughout  the  empire  were  obtained  by  co- 
operation, as  it  were,  between  production  and  consumption  markets. 
Demand  in  production  markets  was  a  more  or  less  exact  counterpart 
of  demand  in  consumption  markets ;  and  supply  in  consumption 
markets  was  a  counterpart  of  supply  in  production  markets.  In 
this  manner  relations  between  demand  and  supply  in  the  two  dif- 
ferent groups  of  markets  all  over  the  country  were  rendered 
more  or  less  uniform  (disregarding,  of  course,  such  modifying  ele- 
ments as  freight  charges,  etc.)  ;  in  other  words,  there  was  something 
like  cooperation  between  the  two  groups  of  markets. 

Given  such  cooperation,  and  given  that  the  food  producers  had 
an  interest  in  selling  during  the  first  two  years  of  the  War  their 
plentiful  products,  that  is,  such  as  offer  a  potential  supply  either 
equal  to  or  in  excess  of  ordinary  consumption  demand — given  these 
conditions,  prices  could  not  rise,  because  no  reduction  in  the  ef- 
fective supply,  as  compared  with  potential  supply,  could  then 
occur,  nor  could  there  be  any  excess  of  effective  demand  over  ordi- 
nary consumption  demand.  In  the  case  we  are  discussing  here,  both 
these  latter  circumstances  could  have  arisen  only  in  consequence 
of  a  rise  of  prices,  although,  no  doubt,  they  would  then  accel- 
erate (sometimes  to  an  almost  incredible  extent)  such  a  rise.  The 
question  then,  in  the  case  of  plentiful  products,  is  how  could  the  first 
original  advance  in  prices,  even  if  only  local  in  character,  ever  arise, 
if  it  was  not  warranted  by  the  relation  between  potential  supply  and 
ordinary  consumption  demand;  if  producers  did  not  lose  their  in- 
terest in  selling ;  and  if  there  was  no  difficulty  in  getting  the  entire 
supply  of  such  products  to  the  consumers  and  there  was  nothing 
like  a  shortage,  not  even  a  purely  local  scarcity,  anywhere  in 
evidence? 
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It  is  clear  that  it  cannot  arise  anywhere  under  such  conditions. 
According  to  all  our  assumptions,  the  effective  supply  of  plentiful 
products  would  always  have  to  coincide  with  the  potential  supply, 
and  the  effective  demand  would  have  to  coincide  with  the  ordinary 
consumption  demand  and,  consequently — so  long  as  the  potential 
supply  meets  the  ordinary  demand — there  should  be  no  possibility 
of  prices  rising.  An  advance  of  price  and  divergence  between  the 
different  kinds  of  supply  and  demand  just  referred  to  would,  under 
normal  transport  conditions,  occur  only  in:  (1)  plentiful  products, 
if  their  producers  lost  their  interest  in  selling,  and  (2)  scarce 
products,  that  is,  such  as  offer  a  potential  supply  that  fails  to  meet 
ordinary  consumption  demand.^* 

But  during  the  War  transport  was  not  normal,  with  the  result 
that  market  cooperation  could  not  bring  about  uniformity  in  the 
ratios  of  demand  and  supply  throughout  the  countr}'  for  the  simple 
reason  that  this  cooperation  came  to  an  end  with  the  normal  condi- 
tions of  transport. 

With  transport  disorganized,  the  supply  available  in  the  con- 
sumption markets  should  naturally  have  been  lower  than  in  the  pro- 
duction markets  (insufficient  receipts).  This  is  an  incontestable 
proposition.  At  the  same  time,  evidently,  the  demand  in  the  produc- 
tion markets  should  likewise  have  been  lower  than  the  demand  in  the 
consumption  markets,  for,  as  long  as  products  could  not  be  sent 
away,  there  would  be  little  object  in  laying  in  supplies  to  the  extent 
that  they  were  being  laid  in  before.  Whether  this  latter  proposition 
be  right  or  wi-ong,  the  first  alone  would  suffice  to  show  that,  with  a 
disorganization  of  transport,  there  is  no  cooperation  between  the 
two  sets  of  markets,  in  the  sense  in  which  we  understand  the  term  co- 

In  the  first  instance  scarcity  and  price  increase  would  be  stimulated 
by  a  reduction  of  effective  supply  as  compared  with  the  potential  supply 
(withholding  of  goods  by  producers  who  lose  their  interest  in  selling)  ;  such 
scarcity,  combined  witli  the  initial  price  increase  resulting  therefrom, 
might,  in  turn,  cause  an  increase  in  the  effective  demand  above  ordinary 
consumption  demand  (the  appearance  of  a  speculative  and  extraordinary 
consumption  demand)  and  thus  lead  to  a  further  advance  in  price. 

In  the  second  instance,  prices  might  increase  because  of  a  real,  original 
scarcity  of  products,  even  when  producers  happened  to  be  interested  in  sell- 
ing. The  original  increase  in  price  might,  in  turn,  produce  a  divergence  be- 
tween effective  demand  and  supply,  on  the  one  hand,  and  ordinary  con- 
sumption demand  and  potential  supply,  on  tlie  other;  in  other  words,  it 
might  lead  to  further  advance  in  price. 
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operation  here.  The  following  conclusion  seems  inevitable:  With  a 
disorganized  transport  and  in  the  absence  of  market  cooperation  it 
is  impossible  to  have  a  uniform  ratio  of  supply  and  demand 
throughout  the  whole  country ;  a  uniform  movement  of  prices  is  im- 
possible; and,  lastly,  the  disruj^tion  of  the  country  into  a  number 
of  isolated  markets  becomes  inevitable.  Such  a  conclusion  would  be 
erroneous,  however.  Besides,  it  is  definitely  contradicted  by  the  ex- 
jierience  of  the  war  jjeriod.  Tlie  puzzle  is  solved  quite  simply. 

Notwithstanding  that  disorganized  transport  always  destroys  the 
cooperation  of  the  various  markets,  the  absence  of  such  coojoera- 
tion  does  not  always,  but  only  when  the  disorganization  of  transport 
is  very  extensive,  result  in  the  disappearance  of  uniformity  in  the 
determination  and  movement  of  prices ;  for  in  the  event  of  great 
disorganization  there  is  no  other  principle  available  that  consolidates 
all  the  markets.  But  when  the  disturbance  of  transport  is  relatively 
slight,  and  in  the  presence  of  a  powerful,  active  commercial  or- 
ganization,^^ other  principles,  such  as  the  principle  of  the  hegemony 
of  certain  markets  over  others,  may  replace  the  principle  of  co- 
operation as  a  basis  for  the  relations  between  production  and  con- 
sumption markets.  The  result  would  be  the  maintenance  of  uni- 
formity in  the  determination  of  prices  throughout  the  country. 

It  was  precisely  this  latter  phenomenon  that  was  observed  in 
Russia  during  the  War.  If  this  proposition  is  correct,  then,  remem- 
bering the  general  increase  in  food  prices  during  the  War,  we  shall 
have  to  admit  that  there  was  established  a  hegemony  of  those  mar- 
kets in  which  the  disorganization  of  transport  inevitably  brought 
about  an  advance  of  prices.  Since  the  increase  in  prices  affected 
even  plentiful  produce,  and  this  even  while  the  producers  had  as  yet 
not  lost  their  interest  in  selling,  we  are  forced  to  the  conclusion  that 
price  increase  and  transport  disorganization  in  one  kind  of  markets 
had  a  tendency  to  produce  throughout  the  country  a  ratio  be- 
tween effective  demand  and  supply  that  no  longer  corresponded  to 
the  ratio  between  ordinary  consumption  demand  and  potential  sup- 
ply. Let  us  try  to  verify  this  proposition. 

Russia  had  a  very  effective  and  strong  commercial  organization.  The 
turnover  of  many  grain  firms  ran  as  high  as  100  million  rubles  a  year.  It  is 
significant  that,  according  to  data  from  the  Ribinsk  Grain  Exchange,  the 
port  of  Ribinsk  handled  in  the  navigation  season  of  1911,  66,097,000  puds 
of  grain  cargoes,  and  that  over  one-half  of  all  cargoes  belonged  to  not  more 
than  twenty-eight  owners. 
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The  markets  in  which  the  disorganization  of  transport  inevitably 
advanced  the  prices  of  all  foodstuffs  (including  the  plentiful)  were 
the  consumption  markets.  The  potential  supply  in  these  markets, 
being  dependent  exclusively  upon  receipts  of  outside  produce,  was 
greatly  curtailed.  Hence,  had  even  the  entire  potential  sup})ly  be- 
come an  effective  supply,  and  had  the  effective  demand  coincided 
with  the  ordinary  consumjDtion  demand,  a  rise  in  prices  would  still 
have  been  inevitable.  But  in  reality  conditions  were  even  worse.  The 
constant  menace  of  interrupted  receipts  and  the  expectation  of 
a  further  rise  of  prices  had  as  their  consequence:  (1)  the  ap})ear- 
ance  of  a  speculative  demand  and  the  hoarding  of  products  by  the 
middlemen,  and  (2)  the  appearance  of  an  extraordinary  demand  by 
consumers,  for  hoarding  purposes.  These  secondary  results  still  fur- 
ther increased  the  prices,  since  they  tended,  owing  to  the  speculative 
hoarding  of  stocks,  to  reduce  the  effective  supply  below  the  poten- 
tial supply,  already  reduced  because  of  insufficient  deliveries;  and 
also  tended  to  produce  an  excess  of  the  effective  demand  over  the 
ordinary  consumption  demand,  because  there  was  now  an  extraordi- 
nary consumption  demand,  as  well  as  a  speculative  demand.  The 
consequence  was  that  the  ratio  between  effective  demand  and  sup- 
ply, and  therefore  also  the  level  of  prices  in  the  consumption  mar- 
kets, differed  markedly  from  those  obtaining  in  the  production 
markets. 

It  would  thus  be  permissible  to  speak  of  a  hegemony  of  consump- 
tion markets  over  those  of  production  during  the  War  if  it  were  pos- 
sible to  demonstrate  that  the  peculiar  state  of  the  consumption  mar- 
kets must  necessarily  affect  either  supply  or  demand,  or  both,  in  the 
production  markets,  and  this  in  such  a  way  as  to  bring  about  in  the 
latter  a  relation  similar  to  that  existing  in  the  consumption  mar- 
kets. It  is  clear  that  the  peculiar  situation  in  the  consumption  mar- 
kets could  not,  at  first,  cause  any  reduction  of  supply  in  the  pro- 
duction markets,  because  (1)  the  same  factor  that  was  responsible 
for  the  reduction  of  the  supply  in  the  consumption  markets  (insuffi- 
cient dispatches)  caused  a  relative  glut  in  the  production  markets 
and  was  bound  to  create  a  tendency  for  prices  to  fall,  which,  in  turn, 
stimulated  the  desire  of  producers  to  dispose  of  their  stocks  as  soon 
as  possible  (assuming,  of  course,  that  they  had  any  interest  in  sell- 
ing), and  (2)  the  rise  of  prices  in  consumption  markets  could  not, 
without  first  causing  higher  prices  in  production  markets,  bring 
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about  directly  any  withholding  of  supplies  by  producers,  since  the 
considerations  that  ultimately  weigh  most  with  the  producers,  but 
particularly  with  the  peasants,  are  only  that  demand  and  those 
prices  which  apply  directly  to  themselves. 

Hence  a  ratio  of  effective  demand  and  supply  in  the  production 
markets  that  would  be  equal  to  the  ratio  prevailing  in  the  consump- 
tion markets,  or  almost  equal,  could  (if  at  all)  be  initiated  only  if 
the  situation  in  the  consumption  markets  had  been  able  to  produce 
an  abnormally  active  demand  in  the  production  markets,  a  demand 
sufficiently  large  to  overcome  and  even  to  exceed  the  available  sup- 
plies. In  other  words,  a  ratio  of  supply  and  demand  in  the  produc- 
tion markets  similar  to  the  ratio  prevailing  in  the  consumption 
markets  must  at  first  have  been  constructed  on  a  basis  of  expanding 
supply  and  demand,  and  not  on  a  basis  equal  to  that  in  the  markets 
of  consumption. 

The  factor  that  greatly  stimulated  the  demand  in  the  production 
markets  was  the  extraordinary  difference  in  prices  in  producing  and 
consuming  areas,  due  to  the  specific  conditions  existing  in  the  con- 
sumption markets — a  difference  that  made  it  seem  all  the  time  as  if 
the  consumption  markets  were  absolutely  insatiable,  and  which  held 
out  prospects  of  immense  profits  to  all  those  who  would  be  in  a  posi- 
tion to  furnish  supplies  to  those  markets.  In  the  presence  of  a  dis- 
organized, but  not  entirely  broken  down  transport  system,  every  in- 
dividual merchant  would  hope  that  he  would  be  the  one  fortunate 
enough  to  get  into  the  consumption  markets  sooner  than  his  com- 
petitors and  profit  by  the  difference  of  prices.  This  explains  the  in- 
creased buying  of  foodstuffs  by  speculators;  but  there  were  also 
other  stimulating  factors:  (1)  the  necessity  of  having  stocks  ready 
at  different  places  in  the  producing  area,  so  as  to  be  in  a  position  to 
dispatch  promptly  in  spite  of  disorganized  transport,  and  (2) 
slackened  competition  among  the  speculators  themselves,  because  of 
disorganized  transport,  making  any  owner  of  supjalies  hopeful  that, 
after  transport  from  his  own  territory  had  been  resumed,  he  would 
be  able  to  exercise  practically  a  monopoly  and  demand  any  price 
he  chose,  without  fear  of  the  buyer  going  elsewhere  (as  transport 
conditions  would  not  be  equally  good  in  other  parts  of  the  country), 
or  of  goods  coming  in  from  neighboring  regions. 

The  vast  extent  of  this  speculation  was  also  due  to  certain  other 
causes,  which,  while  not  a  result  of  disorganized  transport,  yet  af- 
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fected  strongly  the  consequences  of  disorganized  transport.  In  the 
first  place,  the  enormous  and  steadily  increasing  demand  of  the 
army,  which  we  have  already  discussed,  and  which,  as  we  have 
learned,  was  met,  in  the  case  of  cereals,  by  purchases  through  mid- 
dlemen, who  furnished  during  the  first  two  years  of  the  War  up  to 
60  per  cent  of  all  requirements.  This  possibility  of  disposing  of  their 
stocks  at  greatly  inflated  prices  (the  army  necessarily  had  to  pay 
generously)  strengthened  enormously  the  entire  structure  of  specu- 
lative business ;  for,  as  a  result  of  this  possibility,  something  like  a 
twofold  insurance  was  now  created  for  the  merchants :  should  things 
go  wrong  in  the  consuming  areas,  there  would  be  the  army  to  fall 
back  on ;  and  should  business  with  the  army  fail,  there  were  still  the 
consuming  regions  to  rely  on.  Inflated  prices  were  justified  by  the 
speculators  when  they  sold  to  the  army  on  the  ground  that  there  was 
also  a  civilian  demand,  and  when  they  sold  to  the  civilian  buyers 
they  justified  their  prices  on  the  ground  that  there  was  a  demand  by 
the  army.  In  either  case  they  found  an  excuse  for  charging  more. 

The  situation  was  very  clearly  presented  in  a  report  from  the 
Commissioner  of  Ufa  province: 

At  first  there  were  no  fixed  (regulated)  prices.  I  started  the  pur- 
chase of  rye  at  70  copecks.  The  middlemen  oflfered  75.  I  offered  75. 
The  middlemen  offered  80.  We  continued  in  this  way  until  we  ar- 
rived at  a  situation  where  buckwheat,  which  had  cost  80  copecks,  had 
mounted  to  1.6  rubles.  By  this  time  .  .  .  fixed  prices  were  established. 
.  .  .  What  would  be  the  situation  now,  if  they  were  to  operate  at  com- 
petitive prices  side  by  side  with  me.''  Either  the  army  would  not  be 
supplied  with  indispensable  products,  or  we  should  be  forced  to  pay  for 
these  products  3  or  perhaps  even  5  rubles,  instead  of  1.5  to  2.  What 
was  there  to  prevent  this.'' 

Another  factor  tending  to  increase  speculation  was  the  expecta- 
tion, in  1914!-1915,  that  the  Dardanelles  would  be  thrown  open  to 
shipping,  not  to  mention  the  expectation  of  an  early  end  of  the  War 
in  general;  in  these  events  the  grain  traders  hoped  to  sell  their 
stocks  abroad  at  a  profit,  as  prices  in  other  countries  had  also 
mounted  very  high. 

The  extraordinary  extent  of  speculation  in  the  production  mar- 
kets, having  brought  about  an  increase  in  demand  that  was  far 
above  the  demand  of  the  consumption  markets,  would  have  ended 
very  soon  in  a  complete  collapse  of  the  entire  business,  had  it  not 
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been  for  the  fact  that  vast  changes  took  place  on  the  side  of  supply, 
due  to  speculation  itself.  Heavy  buying,  driving  the  prices  upward, 
induced  both  the  middlemen  already  supplied  with  stocks  and  the 
producers  (the  peasants  finding  themselves  with  plenty  of  money) 
to  refrain  from  selling,  in  the  hope  of  a  further  increase  of  price, 
and  the  result  was  that  the  effective  supply  shrank  considerably  be- 
low the  potential  supply.  We  thus  see  the  explanation  of  the  with- 
holding observed  among  producers  during  the  first  two  years  of  the 
War,  notwithstanding  that  there  was  really  an  interest  in  selling  at 
that  time. 

We  may  now  sum  up  all  that  we  have  stated  above  with  reference 
to  the  production  markets.  Through  the  medium  of  price  differ- 
ences, the  disorganization  of  transport  was  able  to  establish  some- 
thing like  a  hegemony  of  consumption  markets  over  production 
markets  in  the  matter  of  ratio  between  demand  and  supply,  and 
prices.  In  this  process  the  effective  demand  in  production  markets 
expanded  far  beyond  the  limits  of  the  ordinary  demand,  entire  con- 
sumption demand  (ordinary  and  extraordinary),  and  even  entire 
effective  demand  in  general  (total  consumption  demand  and  specu- 
lative demand),  in  the  markets  of  consumption.  The  accompanying 
advance  of  prices  in  the  production  markets  resulted  in  a  shrinkage 
in  the  effective  supply,  as  compared  with  the  potential  supply,  and 
producers  and  sellers  became  "sluggish,"  waiting  for  a  further  rise 
in  prices.  To  this  should  be  added  the  fact  that  the  tension  between 
effective  demand  and  supply  in  the  production  markets  could,  after 
all,  not  be  as  high  and  persistent  as  in  the  consumption  markets, 
when  supplies  were  plentiful.  We  therefore  observe  in  the  markets 
of  production:  (1)  a  weaker  advance  in  prices,  as  a  general  rule; 
(2)  a  price  movement  tending  even  in  the  direction  opposite  to  that 
prevailing  in  the  consumption  markets  (the  latter  temporarily  lost 
their  hegemony),  when  harvests  were  abundant;  and  (3)  a  certain 
lack  of  stability  in  the  speculative  spirit,  resulting  in  the  appear- 
ance of  double  sets  of  prices  for  many  products,  since  the  specu- 
lators, afraid  to  find  themselves  left  with  large  stocks  on  hand,  con- 
sidered not  only  transport  possibilities,  but  also  local  conditions  of 
demand :  from  the  local  consumers  and  dealers  they  demanded  lower 
prices  than  from  those  persons  of  whom  they  were  aware  that  they 
were  buying  for  other  markets  and  able  to  dispatch  the  goods 
thither,  and  at  higher  prices.  This  duality  in  prices  was  not  of  the 
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same  nature  as  the  duality  arising  from  the  existence  of  local  price 
regulation  together  with  competitive  prices,  for  it  affected  also  the 
competitive  prices. 

In  any  event,  the  situation  in  both  categories  of  markets  was  such 
that  the  actually  observed  demand  throughout  the  country  was  con- 
siderably in  excess  of  the  ordinary  consumption  demand  (even  when 
we  take  into  account  the  expansion  of  the  latter) ,  while  the  supply 
actually  available  in  the  markets  was  much  below  the  potential  sup- 
ply. The  result  was  that  an  opportunity  arose  of  increasing  the 
prices  even  of  ])lentiful  products,  for  it  is  only  the  demand  and 
supply  actually  present  in  the  market  that  determine  prices  (in  the 
case  of  scarce  products  or  of  such  plentiful  products  the  owners  of 
which  had  lost  their  interest  to  sell,  disorganization  of  transjjort 
only  strengthened  the  further  advance  of  prices). 

It  has  been  assumed  thus  far  in  our  discussion  that  the  disorgani- 
zation of  transport  does  not  lead  to  any  reduction  of  the  potential 
supply  in  the  country  as  a  whole,  but  only  in  areas  depending  for 
their  potential  supply  upon  goods  brought  in  from  the  outside.  In 
other  words,  we  have  assumed  that  its  only  result  throughout  the 
country  in  the  domain  of  supply  was  a  reduction  of  the  effective 
supply,  as  compared  with  the  potential  supply  (in  other  words,  that 
it  was  merely  the  full  manifestation  of  the  potential  supply  in  the 
market  which  was  rendered  difficult) . 

In  reality,  however,  in  the  case  of  certain  products,  the  disorgani- 
zation of  transport  is  likely  to  result  not  only  in  the  condition  just 
described,  but  likewise  in  a  curtailment  of  potential  supply  itself, 
that  is,  to  exert  a  twofold  influence  upon  supply,  by  arresting  pro- 
duction either  in  whole  or  in  part.  These  results  of  transport  dis- 
organization ensue :  ( 1 )  when  there  is  difficulty  in  dispatching  goods 
from  areas  of  production,  but  this  only  when  it  leads  to  the  spoiling 
of  goods  or  when  it  affects  the  process  of  production  itself,  for  in- 
stance, when  storage  accommodation  within  a  given  territory  is  con- 
gested, including  also  such  storage  room  as  may  be  expected  nor- 
mally to  be  emptied  regularly  to  receive  further  goods,  as  where 
production  is  continuous,  and  not  seasonal;  and  (2)  when  there  is 
difficulty  in  bringing  up  sufficient  raw  material  and  fuel. 

As  we  see,  the  disorganization  of  transport  causes  the  arrest  of 
the  ])roduction  of  foodstuffs  mainly  in  the  domain  of  the  food-manu- 
facturing industry,  and  it  will  be  easily  understood  that  congestion 
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of  storage  facilities  plays  the  most  important  part  in  those  produc- 
tion areas  which  are  remote  from  the  consumption  markets  and  at 
the  same  time  near  to  areas  of  raw  material  and  fuel  supply,  while 
insufficient  deUveries  of  raw  material  and  fuel  play  the  most  impor- 
tant part  in  those  production  ai'eas  which  are  close  to  the  consump- 
tion markets,  but  remote  from  the  areas  of  raw  material  and  fuel 
supply.  But  since  the  Government,  unable  to  assure  in  equal  meas- 
ure the  dispatch  of  goods  that  were  ready  for  consumption  and  the 
delivery  of  raw  material  and  fuel,  strove,  in  the  first  place,  to  supply 
the  civihan  population  and  the  army  with  ready  goods,  no  matter 
where  they  might  happen  to  be  available,  the  following  consequences 
ensued:  the  chances  of  dispatch  of  ready  products  were  made  in 
some  degree  equal  for  all  markets ;  the  importance  of  storage  con- 
gestion as  a  cause  of  stoppage  in  production  was  greatly  lessened; 
and  at  the  same  time  the  conditions  of  supply  of  raw  material  and 
fuel  became  the  factor  determining  both  the  course  of  production 
and  the  stocks  of  ready  products  in  the  several  production  areas. 

This  was  the  reason  why  prices  of  flour  and  grits  in  production 
markets  needing  raw  material  and  fuel,  or  either,  rose  not  only  more 
than  prices  of  the  same  products  in  other  production  markets,  work- 
ing with  local  raw  material  and  fuel,  but  very  often  even  more  than 
prices  in  consumption  markets.  The  latter  circumstance  shows  that 
the  increased  scarcit}'  of  the  ready  product  in  the  first  group  of 
markets  established  the  normal  ratio  between  the  movement  of  prices 
in  these  markets  and  the  movement  of  prices  in  the  consumption 
markets,  since,  generally  speaking,  in  view  of  differing  levels  of  ab- 
solute prices  in  the  production  and  consumption  markets,  and  in 
view  of  the  unvarying  costs  of  transport,  every  advance  in  prices  in 
the  consumption  areas  may  be  accompanied  by  a  heavier  increase 
in  prices  in  the  areas  of  production. 

We  see  then  that  disorganization  of  transport  led  to  a  reduction 
in  the  output  of  the  industries  manufacturing  foodstuffs  and,  con- 
sequently, to  a  diminished  potential  supply.  The  result  was  that  (1) 
speculation,  often  due  to  the  disorganization  of  transport,  obtained 
a  new  and  firmer  basis,  and  (2)  ready  products  had  a  tendency  to 
grow  scarcer  than  the  available  supply  of  raw  material  justified. 

The  latter  circumstance  explains  why  flour  prices  apparently  not 
only  failed  to  lag  behind  advancing  grain  prices  to  the  extent  which 
might  have  been  expected  in  view  of  the  relative  importance  of  the 
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cost  of  grain  in  the  total  value  of  flour,  but  why  the  advance  in  flour 
prices  clearly  outdistanced  the  advance  in  the  price  of  grain.  This, 
no  doubt,  holds  true  only  for  flour  in  general,  and  with  the  excep- 
tion of  the  first  half  of  1915;  but  when  we  consider  that  our  data 
refer  in  an  overwhelming  degree  to  the  production  markets,  we  can 
explain  the  unequal  movement  of  prices  of  flour  and  grain  for 
different  kinds  of  grain  during  one  and  the  same  period,  and  for 
one  and  the  same  kind  of  grain  during  several  different  periods, 
by  the  fact  that  there  was  a  specific  combination  of  circumstances 
surrounding  the  disposal  of  the  flour  (such  as  difficulty  of  dis- 
patch) ,  the  deliveries  of  grain,  and  the  government  purchases.  Later 
on  we  shall  revert  to  this  matter  and  try  to  explain  why  it  was  pre- 
cisely in  the  first  half  of  1915,  with  a  transport  system  working 
more  or  less  normally,  that  millers  were  complaining  of  an  over- 
production of  flour  while  the  grain  market  was  suffering  from  a 
shortage  of  grain. 

Let  us  now  sum  up  all  that  has  been  stated  thus  far.  We  observe 
that  the  disorganization  of  transport  has  furnished  us  with  the  key 
to  an  understanding  of  the  following  phenomena:  (1)  rising  prices 
of  all  plentiful  products;  (2)  a  stronger  advance  of  prices  in  the 
consumption  markets  than  in  those  of  production,  all  exceptions  to 
this  rule  having  been  found  to  be  merely  the  consequences  of  par- 
ticularly severe  damage  caused  by  transport  disorganization  to  the 
production  of  certain  goods,  and  this,  too,  only  in  certain  areas  of 
production;  and  (3)  a  stronger  advance  in  the  price  of  flour  than 
in  that  of  grain  (broadly  speaking) . 

Troo  Phenomena  Unexplained  by  Transport  Disorganization. 

There  were  two  further  phenomena  that  might,  at  first  sight,  be 
attributed  to  the  disorganization  of  transpoi't:  (1)  the  increase  in 
the  price  of  butter  in  1916,  and  (2)  the  strange  rise  in  the  price  of 
all  cereal  products  during  the  first  half  of  1915.  As  regards  the  first 
point,  no  butter  for  the  needs  of  the  population  was  transported 
from  Siberia  after  the  close  of  1915.  Now,  however  serious  the  trans- 
port disorganization  may  have  been,  the  conveyance  of  1  to  1.5 
million  puds  of  butter  in  the  course  of  a  year  could  not  prove  in- 
surmountably difficult.  It  is  obvious  that  a  factor  was  at  work  here 
wliich,  although  very  similar  to  transport  disorganization  in  its  re- 
sults, yet  was  different.  Still  more  puzzling  was  the  grain  situation 
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during  the  first  half  of  1915:  In  spite  of  an  abundant  supply  of 
cereals,  and  in  spite  of  a  comparatively  favorable  condition  of 
transport,  at  this  particular  period,  we  observe  a  mad  upward  race 
of  prices.  At  the  same  time  (in  June)  we  hear  the  complaints  of  the 
millers  of  an  overproduction  of  flour,  insufficient  grain  supply,  etc. 
We  are  driven  to  believe  that  in  this  instance,  likewise,  there  must 
have  operated  the  same  factor  that  was  responsible  for  the  abnormal 
increase  in  butter  prices  in  1916.  This  factor  we  shall  discover  later 
on.'' 

^°  The  theory  of  tlie  influence  of  transport  disorganization  on  prices  out- 
lined above  was  suggested  by  M.  Demosthenov  in  1916  and  has  been  ac- 
cepted by  the  most  recent  investigator  of  the  war  market,  M.  Kondratev. 


CHAPTER  X 


EFFECTS  OF  DISORGANIZED  COMMODITY  EX- 
CHANGE UPON  THE  MARKET 
IN  FOODSTUFFS 

Loss  of  Interest  in  Selling. 

In  any  study  of  the  movement  of  prices  of  a  particular  commodity, 
and  in  analyzing  the  factors  responsible  for  such  a  movement,  it 
would  be  fundamentally  wrong  to  consider  the  market  for  this  com- 
modity alone  and  pay  no  attention  to  market  conditions  for  other 
commodities.  This,  because  the  demand  for  one  article  has  a  very 
close  bearing  upon  the  demand  for  others ;  and,  similarly,  the  supply 
of  a  certain  article  may  have  a  very  intimate  relation  to  the  supply 
of  other  articles. 

This  principle  is  of  primary  importance,  for  it  explains  some 
curious  features  of  the  market  in  foodstuffs  in  Russia  during  the 
War.  From  what  has  been  said  thus  far,  the  reader  will  alread}'  have 
grasped  the  principal  feature  of  the  food  supply  situation  during 
the  War — the  tendency  of  the  effective  demand  to  exceed  the  ordi- 
nary consumption  demand,  and  of  the  effective  supply  to  fall  below 
the  potential  supply.  The  reader  is  also  aware  that  it  was  the  dis- 
organized state  of  transport  that  constantly  maintained  and  in- 
tensified these  two  divergences.  In  particular,  the  reduction  of  the 
effective  below  the  potential  supply  had  as  its  basis  the  hope  of 
further  increases  of  price. 

But  such  a  hope  could  not  persist  if  we  assume  that  the  pro- 
ducers had  an  interest  in  selling  their  goods.  Hence,  whenever  the 
harvest  is  abundant,  we  find  an  increasing  market  supply  of  grain 
and  a  rapid  decline  in  prices;  the  producer  disposing  of  a  portion 
of  his  stocks  thereby  compels  the  middleman  to  follow  suit.  This  was 
seen  in  1915  and  should  have  been  true  more  or  less  also  in  1916. 
Actually,  however,  nothing  like  this  took  place  and  prices  did  not 
decline.  Besides,  the  growing  tightness  of  the  grain  market  and  the 
market  in  foodstuffs  generally,  compelling  the  authorities  to  resort 
to  heroic  measures  to  assure  the  necessary  supply,  points  to  some 
new  circumstances  arising  about  the  middle  of  1916. 
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Of  course,  one  may  say  that  the  producer  in  1916  lost  his  interest 
in  selhng,  but  a  bald  statement  like  this  explains  nothing.  The  ques- 
tion is  jjrecisely  why  this  interest  in  selling  should  have  been  lost. 
Since  goods  are  sold,  not  for  the  sake  of  selling,  but  in  order  to  be 
able  to  make  other  purchases,  it  is  obvious  that  we  must  seek  the  key 
to  an  understanding  of  the  producer's  attitude  in  the  condition  of 
the  market  in  commodities  other  than  foodstuffs. 

Market  Conditions  in  Supplies  Other  than  Foodstuffs. 

This  leads  us  to  a  consideration  of  the  connection  existing  be- 
tween the  scarcity  of  one  commodity  in  the  market  and  that  of 
other  commodities.  Lack  of  space  unfortunately  prevents  us  from 
going  deeply  into  an  analysis  of  the  relationship  between  the  supply 
of  different  commodities,  and  we  must  confine  ourselves  here  to  the 
most  indisj^ensable  statements. 

Scarcity  of  any  commodity  in  the  market  may  produce  a  scarcity 
of  other  commodities  in  the  following  cases:  (1)  when  the  origi- 
nally scarce  commodity  is  the  indisj^ensable  means  of  production  of 
comparatively  plentiful  commodities ;  consequently,  in  this  instance, 
the  induced  scarcity  of  the  latter  is  brought  about  through  the 
medium  of  curtailed  production,  resulting  in  a  dwindling  market 
supply  of  these  goods:  (2)  when  scarce  goods  are  objects  of  con- 
sumption for  owners  of  plentiful  goods;  this,  however,  not  always, 
but  only  when  there  is  a  concurrence  of  certain  conditions,  (a)  It 
takes  place  if  the  scarce  articles  are  not  absolutely  indispensable  and 
urgently  wanted,  and  may  in  part  even  be  produced  within  the  es- 
tablishment of  the  owner  of  the  plentiful  commodities,  but  are 
nevertheless  the  very  kind  of  goods  for  the  purpose  of  acquiring 
which  the  others  were  to  be  offered  for  sale.  This  point  requires  no 
further  explanation,  for  if  the  scarce  commodity  were  absolutely  in- 
dispensable to  the  holder  of  the  abundant  commodity,  the  latter 
would  find  himself  compelled  to  seek  to  obtain  the  scarce  article  at 
all  costs.  In  the  end  this  would  entail  an  increased  supply  of  the 
abundant  goods,  so  that  there  would  be  no  induced  scarcity,  (b)  It 
is  also  necessary  that  the  plentiful  articles  sent  to  market  have  a 
consumption  value  for  their  owners  (still  more  that  they  are  ar- 
ticles of  prime  necessity),  or,  that,  being  without  any  such  value, 
they  form  so  insignificant  a  share  of  the  total  production  that  they 
can  be  easily  hoarded,  provided  that  they  can  be  kept  in  good  con- 
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dition  for  some  considerable  length  of  time.  This  point,  again,  needs 
no  further  explanation.  It  establishes  the  fact  that  only  those  enter- 
prises which  produce  abundant  goods  in  the  first  place  for  the  direct 
satisfaction  of  their  own  wants,  and  only  in  the  second  place  for 
sale  in  the  market,  will  strive  to  hold  back  their  supplies  from  the 
market  (without  at  the  same  time  curtailing  the  output),  if  they 
cannot  find  in  the  market  those  objects  of  consumption  which,  while 
not  absolutely  indispensable  and  urgently  needed,  yet  are  the  very 
articles  for  the  purpose  of  acquiring  which  the  abundant  articles 
were  to  be  sent  to  market.  Indeed,  if  production  of  abundant  goods 
were  the  only  business  of  the  purely  "acquisitive"  kind  of  enter- 
prise, aiming  at  profits  rather  than  the  direct  satisfaction  of  its 
wants,  the  abundant  goods  would  still  have  to  go  to  market,  since, 
in  most  cases,  they  serve  as  the  sources  that  yield  the  means  of 
production  and  labor  power.  Therefore,  it  is  only  when  there  is  a 
concurrence  of  (a)  and  (b)  that  it  is  possible  for  those  scarce  com- 
modities which  are  objects  of  consumption  for  the  proprietors  of 
abundant  commodities  to  cause  an  induced  scarcity  of  otherwise 
abundant  commodities  in  the  market.  This,  however,  not  through 
the  medium  of  a  curtailment  of  the  production  of  the  abundant 
goods,  but  through  cither  an  increased  consumption  or  hoarding  in 
the  producer's  establishment  itself. 

Disorganization  of  Commodity  Exchange  Analyzed. 

The  shrinkage  of  the  market  supply  of  goods,  not  because  their 
production  has  been  arrested,  but  because  their  owners  have  lost 
interest  in  selling,  owing  to  the  scarcity  of  other  commodities  the 
acquisition  of  which  is  the  sole  purpose  of  the  sale  of  a  portion  of 
the  goods  in  question,  is  the  very  thing  which,  in  Russia,  is  usually 
referred  to  as  the  "disorganization  of  commodity  exchange."  Con- 
sequently, we  may  say  that  essentially  this  kind  of  disorganization 
consists  in  a  falling  off  of  market  exchange  transactions  because  the 
owners  of  comparatively  abundant  goods  cannot  find  in  the  market 
a  desirable  equivalent  and,  being  able  to  dispense  with  such  equiva- 
lents for  a  time,  they  cease  marketing  their  goods,  preferring,  under 
certain  conditions,  to  accumulate  stocks. 

This  induced  shrinkage  of  the  supply  of  plentiful  commodities  in 
the  market  constitutes  at  the  same  time  the  process  of  divergence  be- 
tween effective  and  possible  supply  of  such  commodities.  While  the 
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possible  supply  remains  practically  unchanged,  there  is  a  progres- 
sive reduction  of  effective  supply. 

It  is  easy  to  see  tliat  the  concurrence  of  all  these  conditions  neces- 
sary to  effect  a  disorganization  of  commodity  exchange  can  be  ex- 
pected mainly,  if  not  exclusively,  in  an  agricultural  country,  where 
a  very  large  number  of  small-scale  peasant  farms  produce  nearly 
everything  they  themselves  require  and  market  a  mere  fraction  of 
their  output,  in  exchange  for  the  products  of  industry  which  they 
must  have.  In  this,  moreover,  an  important  part  is  played  by  the 
fact  that  the  peasants  frequently  buy  manufactured  goods  because 
of  the  more  perfect  finish  and  peculiar  attraction  of  "city  goods," 
rather  than  because  they  may  not  be  able  to  make  similar  articles 
at  home. 

If  manufactured  goods  become  scarce,  foodstuffs  become  so  like- 
wise, notwithstanding  that  these  may  be  produced  as  much  as  be- 
fore. This  was  the  situation  that  became  evident  in  Russia  about  the 
middle  of  1916,  assuming  the  specific  form  of  a  disruption  of  the 
exchange  of  goods  between  town  and  country.  The  country  was 
unable  to  find  in  the  town  the  needed  equivalent  for  its  own  products 
and  for  this  reason  reduced  the  market  supply  of  these  products 
far  more  than  it  reduced  their  production.  Similar  phenomena  may 
occur  not  only  when  there  is  a  falling  off  in  the  supply  of  manufac- 
tured consumable  goods  that  are  not  urgently  needed,  but  also  when 
there  is  a  falling  off  in  the  supply  of  such  means  of  production  as 
are  not  quite  indispensable. 

Generally  speaking,  it  may  be  said  that  the  scarcity  of  agricul- 
tural implements  in  the  market  could  not  have  deeply  affected  the 
production  of  foodstuffs,  since  worn-out  implements  are  replaced 
only  gradually.  But  this  scarcity  could  greatly  affect  the  effective 
supply,  as  it  prevented  the  marketing  of  that  grain  and  those  other 
commodities  which  used  to  go  to  market  regularly  to  enable  the 
farmers  to  purchase  better  implements.  In  this  case  the  lack  of  the 
improved  implements  would  not  reduce  the  existing  volume  of  pro- 
duction, but  it  would  impede  its  further  expansion,  besides  removing 
the  occasion  for  the  sale  of  such  amount  of  foodstuffs  as  would  have 
been  sold  if  the  improved  implements  had  been  available. 

Finally,  we  would  invite  the  reader's  attention  to  the  importance 
of  the  disorganization  of  transport  as  one  of  the  factors  underlying 
the  disorganization  of  connnodity  exchange.  We  have  already  traced 
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the  direct  influence  of  disrupted  transport  upon  the  market  in  food- 
stuffs. But  it  may  affect  the  food  market  also  indirectly,  operating 
through  markets  of  other  goods. 

The  fact  is  that  the  disorganization  of  transport  influences  all 
products  at  the  same  time.  This  must,  in  each  separate  market, 
cause  a  relative  abundance  of  local  commodities,  which  it  is  difficult 
to  dispatch  elsewhere,  and  a  diminution  in  the  supply  of  outside 
commodities,  difficult  to  convey  from  other  localities;  in  other  words, 
different  commodities  may  be  affected  in  each  separate  market.  But 
when  the  scarce  outside  commodities  serve  as  the  means  of  produc- 
tion of  the  local  goods,  or  when  they  are  objects  of  consumption  for 
the  purpose  of  acquiring  which  these  local  goods  are  sent  to  market, 
there  will  naturally  follow  a  corresponding  scarcity  of  the  local 
goods,  either  because  of  curtailment  of  their  production  or  because 
of  disoi'ganized  commodity  exchange.  If  such  conditions  affect  a 
large  number  of  local  markets,  the  disorganization  of  transport  will 
result  in  an  unusual  shrinkage  of  the  exchange  of  commodities 
throughout  the  country. 

As  we  see,  the  disorganization  of  transport  has  far  more  serious 
effects  upon  the  economic  life  of  the  nation  than  might  have  been 
imagined  from  the  considerations  advanced  previously. 

Was  There  Any  Scarcity  of  Mamifactured  Goods? 

Having  ascertained  the  essential  characteristics  of  the  disorgani- 
zation of  commodity  exchange,  we  must  now  consider  the  question 
whether  there  really  existed  in  Russia  during  the  War  such  a  thing 
as  a  scarcity  of  manufactured  articles,  and,  if  it  did  exist,  what  its 
nature  was:  Was  it  absolute  (arrest  of  industry)  or  relative  (ab- 
sorption of  manufactured  goods  by  the  needs  of  national  defense,  to 
the  detriment  of  the  ordinary  market)  ?  Lack  of  space  prevents  us 
from  discussing  here  at  great  length  the  shrinking  of  the  supply  of 
manufactured  articles.  But  we  may  state  that  it  was  undoubtedly 
merely  a  relative  shrinkage.^  We  shall  consider  three  different 
branches  of  industry  which  are  particularly  significant  for  our  pur- 
pose— metals,  textiles,  and  leather. 

^  For  a  detailed  treatment  of  the  conditions  of  various  industries  see 
Zagorsky,  State  Control  of  Industry  in  Russia  during  the  War  (Yale  Uni- 
versity Press,  1928)  in  this  series  of  tiie  "Economic  and  Social  History  of 
the  World  War." 
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While  the  production  of  pig  iron  remained  ahnost  unchanged, 
the  industries  using  this  raw  material  in  their  manufacturing  proc- 
esses were  developing  extensively.  This  points  to  the  complications 
and  difficulties  of  a  technical  character  that  they  must  have  ex- 
perienced during  the  War.  It  may  be  said  that  all  metal-working 
industries  during  the  War  were  devoted  to  the  needs  of  national  de- 
fense, particularly  after  the  great  retreat  of  the  army  in  1915, 
when  an  extensive  mobilization  of  industry  for  war  purposes  was 
begun.  This  was  bound  to  alfect  the  ordinary  market  in  metals  and 
metal  products.  For  our  present  purpose,  it  is  particularly  interest- 
ing to  consider  the  manufacture  of  agricultural  implements.  We  find 
that  in  1913  this  branch  of  industry  used  about  12  million  puds  of 
metal.  The  amount  it  used  in  1914  and  1915  has  not  been  definitely 
ascertained.  But  the  statistics  of  the  Council  of  Congresses  of  Manu- 
facturers of  Agricultural  Machinery  and  Implements  are  very  sig- 
nificant :  they  show  that  the  output  of  the  thirty-four  largest  plants 
in  1915  had  shrunk  by  78  per  cent.  The  amount  of  metal  used  by 
them  in  1916  was  1,863,160  puds  (other  statistics  make  it  about  2.5 
million  puds).  For  1917  the  figures  are  given  as  1,597,640  puds. 

It  must  not  be  thought  that  the  manufacture  of  agricultural  im- 
plements was  the  only  branch  of  the  metal  industry  that  shrank 
heavily  during  the  War.  The  output  of  articles  of  mass  consump- 
tion, such  as  nails,  knives,  axes,  horseshoes,  was  likewise  greatly  re- 
duced, vitally  affecting  the  economic  life  of  large  groups  of  the 
population. 

We  may  now  consider  the  market  in  textiles,  and  that  in  cotton 
fabrics,  in  the  first  place.  At  the  beginning  of  the  War  there  was  a 
depression  in  this  market:  little  business  was  done  and  prices  were 
low.  We  shall  not  discuss  here  the  reasons  for  it,  especially  since  the 
situation  changed  fundamentally  soon  after  the  outbreak  of  the 
War.  Two  factors  were  responsible  for  the  extraordinary  boom  in 
the  cotton-manufacturing  industry:  (1)  army  orders,  and  (2)  in- 
creased demands  by  the  peasants.  The  orders  for  the  army  were  im- 
mense: in  December,  1914,  and  during  the  first  few  months  of  1915 
they  amounted  to  a  million  pieces  (rolls)  a  month,  with  coarse 
fabrics  heading  the  list.  The  mills  began  to  work  from  5  a.m  till 
10  P.M.,  with  double  wages  for  overtime  work.  They  found  it  im- 
possible, nevertheless,  to  execute  all  orders,  and  were  obliged  to  have 
recourse  to  the  smaller  factories  (with  100-200  looms),  which  had 
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until  then  stood  idle  because  they  had  been  unable  to  compete  with 
the  lower  prices  of  the  large  mills.  Turning  over  pai-t  of  their  or- 
ders for  the  army  to  these  smaller  establishments,  the  large  firms 
supplied  them  at  the  same  time  with  the  necessary  yarn. 

Needless  to  say,  after  this  the  civilian  market  was  treated  with 
little  ceremony.  In  the  first  place,  the  quality  of  the  cloth  was 
lowered  and  the  public  was  compelled  to  take  without  a  murmur 
whatever  was  sold  to  them.  About  the  middle  of  1915,  all  stocks  be- 
ing exhausted,  the  market  might  expect  only  what  remained  for 
sale  from  the  current  output  after  the  army  had  been  provided  for. 

How  large  was  this  balance.''  Considering  that  the  mills  were 
swamped  by  army  orders,  so  that  these  orders  amounted  to  67.3  per 
cent  of  the  normal  output  of  the  cotton  goods  industry  (in  Decem- 
ber, 1916,  it  declined  to  56  per  cent,  but  in  January,  1917,  it  was 
probably  about  70  per  cent),  we  are  forced  to  rather  pessimistic 
conclusions  regarding  the  situation  in  the  civilian  market,  particu- 
larly when  we  bear  in  mind  the  real  capacity  of  the  industry,  re- 
duced on  account  of  the  scarcity  of  yarn.  It  is  safe  to  say  that  gov- 
ernment orders  absorbed  70-80  per  cent  of  the  total  production." 

As  for  the  woolen  industry,  not  only  did  it  fail  to  meet  the  de- 
mand of  the  ordinary  market,  but  it  could  not  even  satisfy  the 
needs  of  the  Government.  The  result  was  that  the  Government,  after 
taking  under  control  the  entire  output  of  the  Russian  mills,  had  to 
import  woolen  goods  from  other  countries.^ 

The  linen  and  jute  industries  were  similarly  affected.  The  weav- 
ing mills  could  scarcely  keep  pace  with  the  rapidly  increasing  gov- 
ernment orders,  and  the  spinners  were  swamped  with  orders  for 
yarn.  In  1915,  about  76  per  cent  of  the  entire  production  was  for 
the  army.  In  1916,  there  is  the  interesting  fact  that,  on  the  first  of 
January,  the  mere  balance  of  uncompleted  orders  was  almost  79 
million  arshines,  that  is,  nearly  32  per  cent  of  the  annual  output  of 
all  the  factories.* 

^  See  Trudi  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizni,  issue  II, 
pp.  210,  212,  213,  222  sqq. ;  also  Polozhenie  TeJcstilnoi  Promishleiinosti  {The 
Textile  Industry),  Moscow,  1917,  pp.  40,  71  sqq.;  also  Narodnoe  Khozyai- 
stvo  V  1916  Godu,  issue  I,  pp.  38  sqq. 

^  See  Narodnoe  Khozyaistvo  v  1016  Godu,  issue  I,  p.  52;  also  Trudi 
Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizni,  issue  III,  p.  154. 

*  See  Trudi  Kommissii  po  Izuchenyu  Sovremennoi  Dorogovizni,  issue  II, 
p.  203;  also  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  I,  p.  68. 
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In  the  leather  goods  industry  the  situation  was  even  less  satis- 
factory. Scarcely  anywhere  was  the  watchword  "Everything  for  the 
War !"  observed  as  it  was  in  this  industry.  The  needs  of  the  civilian 
population  were  relegated  to  the  background,  and  leather  factories 
of  every  size  and  description,  even  home  tanneries,  as  well  as  fac- 
tories and  small  bootmakers'  shops,  and  the  workshops  of  harness- 
makers,  with  only  rare  exceptions,  began  to  contribute  all  their  out- 
put to  the  needs  of  the  army.^ 

Russian  industries  thus  found  themselves  engaged  almost  en- 
tirely on  work  for  national  defense,  while  imports  from  other  coun- 
tries were  absolutely  inadequate  to  supply  the  deficiency  felt  in  the 
civilian  market,  the  more  so  as  the  goods  imported  were  also  mostly 
of  a  kind  needed  by  the  army.  There  is  no  foundation  whatever  for 
speaking  of  an  arrest  of  industry  in  Russia  during  the  War.  The 
scarcity  of  industrial  products  was  only  relative,  and  was  felt 
chiefly  in  the  civilian  market.  This  is  a  very  important  fact  to  bear 
in  mind,  as  it  confirms  a  proposition  that  we  have  already  advanced 
in  an  earlier  chajoter,  namely,  that  the  purchasing  power  of  the  in- 
dustrial population  was  not  only  maintained,  but  even  enhanced. 

Effects  of  Disorganization  of  Commodity  Exclmnge 
on  Food  Production. 

To  elucidate  more  fully  the  manner  in  which  the  scarcity  of 
manufactured  goods  influenced  the  market  in  foodstuffs,  we  must 
also  touch,  at  least  in  passing,  on  the  question  of  the  effects  of  such 
a  situation  upon  food  production.  This  will  make  it  possible  to  bring 
out  more  clearly  the  influence  of  the  disorganized  commodity  ex- 
change on  the  increasing  scarcity  of  food  products.  First  of  all,  we 
must  see  whether  agriculture  was  affected  by  the  shortage  of  agri- 
cultural implements.  There  is  no  doubt  as  to  its  adverse  effect;  but 
it  seems  slight  when  compared  with  other  and  more  ruinous  factors, 
such  as  scarcity  of  labor  and  dwindling  resources  of  live  stock.  We 
are  inclined  to  believe  that  only  the  owners  of  large  farming  estab- 
lishments must  have  suffered  considerably,  for  in  their  case  the  de- 
terioration of  improved  machinery  made  it  impossible  to  continue 
production  on  the  usual  scale,  since  there  was  no  additional  labor  to 
take  the  place  of  broken  or  defective  machinery.  Generally  speaking, 

^  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V-VI,  p.  86. 
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it  is  scarcely  likely  that  any  lai-ge  proportion  of  farming  imple- 
ments would  have  worn  out  completely  in  the  brief  space  of  two  or 
three  years.  On  the  other  hand,  liowever,  even  though  we  must  not 
exaggerate  the  imj^ortance  of  a  shortage  of  agricultural  machinery, 
we  should  reckon  with  the  wear  and  tear  of  such  equipment,  with  the 
difficulties  of  proper  re23air,  and,  lastly,  with  the  total  loss  of  a  cer- 
tain portion  of  the  pre-war  stock. 

Of  course,  we  have  no  possibility  of  weighing,  by  means  of  definite 
figures,  the  consequences  of  this  phenomenon:  the  fact  is  that  the 
reduction  of  cultivated  areas,  the  decreased  yield  of  crops,  and  cer- 
tain other  factors,  depended  not  only  upon  the  condition  of  farming 
implements,  but  also  ujDon  a  number  of  far  more  important  factors. 
Agriculture  in  Russia  during  the  War  had  to  contend  with  other 
difficulties,  as,  for  instance,  the  scarcity  of  binder-twine,  lubricants, 
iron  for  tires,  sacks,  barrels,  boards,  fertilizers,  etc.  A  cultivation 
that  suffered  greatly  because  of  the  shortage  of  fertilizers  was  that 
of  the  sugar  beet.  In  1917,  for  instance,  the  plantations  needed  up 
to  11  million  puds  of  artificial  fertilizers  (superphosphates,  etc.), 
while  all  the  Russian  works  together  were  unable  to  produce  more 
than  6  million  puds. 

In  view  of  all  these  considerations  we  believe  that  the  scarcity  of 
agricultural  machinery  resulted,  not  so  much  in  a  reduced  produc- 
tion, as  in  a  reduced  market  supply  of  foodstuffs,  partly  because 
commodities  that  had  usually  served  to  stimulate  sales  of  food 
products  had  disappeared  from  the  market.  When  we  consider  that 
the  total  value  of  farming  implements  sold  annually  in  Russia  was 
100—120  million  rubles,  we  see  that,  in  order  to  purchase  all  these 
implements,  more  than  100  million  puds  of  grain  alone  had  to  be 
offered  for  sale,  not  to  mention  other  foodstuffs. 

The  scarcity  of  manufactured  goods  strongly  aft'ected  not  only 
agriculture,  but  also  the  industries  manufacturing  food  products, 
and  those  manufacturing  sugar  and  flour  most  of  all.  Concerning 
the  sugar  factories,  M.  Isenberg,  who  has  a  thorough  knowledge  of 
the  business  writes : 

Particularly  acute  was  the  problem  of  the  repair  of  those  machines 
and  mechanical  devices  which  had  been  produced  exclusively  abroad 
or  which  required  raw  materials  from  abroad.  Among  such  machines 
and  devices  should  be  mentioned  steam  and  electric  turbines,  spare 
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parts  for  them,  steam-boilers  and  the  material  to  manufacture  them, 
and  a  number  of  minor  articles,  such  as  files,  etc.^ 

A  similar  condition  was  observed  in  the  flour  industry,  although 
a  great  lack  of  indispensable  articles  of  equipment  was  seldom  felt 
in  this  industry  before  1916.  The  outstanding  complaint  of  the  mil- 
lers referred  rather  to  the  disruption  of  transport,  which  interfei'ed 
with  regular  deliveries  of  grain  and  fuel.  But  in  1916  the  situation 
changes  and  the  millers  represented  in  the  Central  Flour  Bureau 
begin  to  complain  about  deficiencies  in  equipment,  especially  after 
the  technical  reorganization  of  the  industry  (that  is,  the  restriction 
of  the  output  of  wheat  flour  to  only  three  grades).  The  scarcity  of 
sacks  also  caused  serious  trouble  to  both  the  sugar  and  flour  indus- 
tries. This  shortage  was  causing  much  trouble  to  the  Government 
itself. 

Effect  of  Shortage  of  Manufactured  Goods  on  Supply 
of  Farm  Produce. 

However,  the  eff"ect  of  the  scarcity  of  manufactured  goods  upon 
food  production  is  insignificant — at  least  so  far  as  the  products  of 
agriculture  are  concerned — as  compared  with  the  direct  effect  pro- 
duced by  this  scarcity  upon  the  market  supply  of  farm  produce :  it 
was  responsible  for  the  reduction  of  this  supply  even  though  pro- 
duction and,  consequently,  potential  supply  remained  unaffected. 
The  devastating  effect  produced  in  this  respect  by  the  scarcit}'  of 
manufactured  goods  was  due  to:  (1)  the  peculiar  nature  of  the 
peasant  economy  and  (2)  the  immense  relative  importance  of  peas- 
ant produce  in  the  aggregate  mass,  that  is,  in  pi-oduce  sent  to  the 
market,  as  well  as  not  yet  marketed,  but  already  prepared. 

Respecting  point  one  we  may  state  that  the  peasant  farmer 
strives  to  produce  with  the  resources  of  his  own  establishment  every- 
thing he  needs  for  the  direct  satisfaction  of  his  wants,  and  the  re- 
sult is  that  only  a  slight  proportion  of  his  output  finds  its  way  to 
the  market,  to  become  commodities  of  exchange.  It  is,  therefore,  also 
possible  to  say  that  peasant  products  have  a  low  commodity  value. 
Furthermore,  in  so  far  as  products  are  sold  by  the  peasant  at  all, 
they  are  sold,  not  to  obtain  in  return  the  necessary  power  and 
industrial  means  of  production,  but  in  order  to  be  able  to  pay  taxes, 

®  See  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  V-VI,  p.  63. 
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buy  manufactured  goods  for  consumption,  household  necessities, 
and  improved  means  of  production. 

From  this  we  may  draw  the  following  conclusions:  (1)  Scarcity 
of  manufactured  goods  affects  comparatively  little  the  current  out- 
put of  the  peasant  farm,  resulting  merely  in  the  disappearance  of 
the  initial  stimulus  which  induced  the  peasant  to  market  his  produce, 
and  (2)  the  low  commodity  value  of  peasant  produce  makes  it  very 
easy  to  hoard  supplies,  since  the  average  peasant  establishment  re- 
quires years  to  accumulate  a  supply  of  grain  that  would  equal  even 
a  single  average  yearly  harvest. 

All  these  factors  go  to  explain  why  the  scarcity  of  manufactured 
gjods  tended  to  make  the  peasants  hesitate  to  sell,  without  at  the 
same  time  curtailing  production  (in  so  far  as  this  depended  upon 
any  human  agency). 

Taken  by  itself,  this  fact  would  not  have  proved  a  catastrophe, 
had  the  relative  importance  of  peasant  produce  in  the  general  mass 
of  both  produced  and  marketed  goods  been  small.  But  in  reality  the 
very  opposite  was  true.  Thus,  for  instance,  the  cereals  harvested  on 
peasant  farms  averaged  about  87.7  per  cent  of  the  total;  and,  what 
is  even  more  important,  notwithstanding  their  slight  commodity 
value,  such  cereals  made  up  the  overwhelming  bulk  of  all  commodity 
grain  as  a  whole  (that  is,  of  grain  actually  marketed),  amounting 
to  78.5  per  cent.^ 

This  is  why  the  cereals  exported,  as  well  as  those  supplied  to  the 
cities,  before  the  War,  came  chiefly  from  the  farms  of  the  peasantry. 
During  the  War,  the  provisioning  of  the  army  and  the  industrial 
population  had  to  be  based  upon  such  grain.  We  thus  perceive  the 
danger  that  threatened  the  army,  the  railways,  the  cities,  and  the 
industries  engaged  in  work  for  national  defense  owing  to  the  re- 
fusal of  the  peasants  to  market  their  grain ;  especially  since  a  with- 
holding of  foodstuffs  due  to  a  disorganized  commodity  exchange 
differs  radically  from  a  withholding  caused  by  an  advance  in  prices. 
The  latter  has  its  source  in  the  desire  to  obtain  larger  profits  than 
would  result  from  immediate  selling.  In  other  words,  it  becomes  a 

^  The  reason  why  the  percentage  of  peasant  grain  in  the  total  volume  of 
grain  marketed  is  smaller  than  in  the  total  of  all  grain  actually  produced 
in  the  country  is  that  grain  produced  on  the  non-peasant  farms  has  a  higher 
commodity  value.  Whereas  the  peasantry  send  to  market  only  about  one-third 
of  the  four  principal  cereals  they  produce,  the  non-peasant  establishments 
market  about  two-thirds  of  their  output. 
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matter  of  choice,  not  between  profit  and  loss,  but  between  larger 
and  smaller  profits.  It  is  evident  that,  psychologically  considered, 
this  kind  of  failure  to  market  goods  cannot  be  as  persistent  as  it  is 
where  the  owner  refrains  from  marketing  because  of  a  lack  of  in- 
terest in  selhng  and  a  desire  to  avoid  a  manifest  loss.  Yet  it  was 
precisely  this  latter  kind  which  was  observed  during  the  disorganiza- 
tion of  commodity  exchange. 

Assuming  even  that  prices  of  scarce  manufactured  goods  are 
fixed  by  the  Government  at  such  a  level  as  to  assure  a  ratio  of  ex- 
change between  these  goods  and  the  products  of  the  farm  such  as 
existed  in  times  of  peace,  we  are  still  facing,  when  marketing  the 
produce  of  the  farm,  a  very  strong  likelihood  of  loss,  if  not  an  in- 
evitable loss.  This,  because  prices  have  real  significance  only  so  long 
as  any  buyer  prepared  to  pay  them  is  able  at  the  same  time  to  find 
the  goods  he  is  looking  for.  If  he  cannot  obtain  these,  or  if  it  in- 
volves a  long  and  painful  search,  and  if  it  becomes  a  matter  of  sheer 
luck  and  accident  whether  he  finds  any  such  goods,  then  the  prob- 
lem of  prices  also  becomes  one  of  minor  importance.  The  peasant 
who  had  sold  grain  that  represented  to  him  a  consumption  value  and 
the  most  reliable  resource  upon  which  to  lean  in  an  emergency, 
found  himself  without  his  grain  and  without  any  manufactured 
goods.  The  result  was  that  his  establishment  could  not  be  improved, 
his  consumption  had  to  fall  below  its  normal  level,  while  his  ex- 
penditure (in  terms  of  produce)  remained  the  same  as  before.  No 
doubt,  he  received  money  for  the  goods  he  had  marketed.  But  of 
what  use  was  that  to  him  so  long  as  he  could  not  obtain  indispensable 
articles  with  it.''  Moreover,  in  view  of  a  general  tendency  on  the 
part  of  commodities  to  rise  steadily  in  price  (and  this  was  true  even 
of  commodities  subject  to  official  price  control),  and  when  there  was 
no  certainty  about  future  prices  and  market  conditions,  the  hoard- 
ing of  money  became  a  ver}'  risky,  or  even  clearly  losing,  venture. 

Under  conditions  such  as  these,  and  when  there  was  a  possibility 
of  getting  along  for  some  time  without  the  products  of  the  manu- 
facturing industries,  or  even  a  possibility  of  making  such  articles 
at  home  (homespun,  etc.),  it  was  easy  for  the  peasants  to  turn  their 
back  upon  the  city  market.  If  a  man  wanted  foodstuffs,  the  peasant 
was  able  to  demand  in  return  goods  that  were  needed  on  his  farm, 
instead  of  money.  In  other  words,  a  tendency  toward  a  restoration 
of  barter  might  appear  among  producers,  and  the  result  would  then 
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be  that  the  search  for  the  manufactured  articles  would  be  left  to 
those  who  were  in  need  of  foodstuffs. 

Matters  are  not  better  when  prices  of  industrial  produce  are  not 
officially  regulated  and  rise  more  strongly  than  prices  of  foodstuffs. 
It  is  patent  that,  even  though  this  does  not  increase  the  quantity  of 
manufactured  goods,  the  chances  of  obtaining  any  such  goods  are 
shifted  in  favor  of  the  wealthier  peasants.  Whoever  is  unable  to  give 
up  for  the  previous  quantity  of  manufactured  goods  a  considerably 
larger  quantity  of  his  own  goods  drops  out  of  the  race,  and  the  best 
thing  that  he  can  do  in  these  circumstances  is  to  wait  patiently  for 
better  days.  But  even  for  those  who  are  able  to  obtain  manufactured 
goods,  the  fact  that  the  exchange  ratio  of  farm  produce  has  been 
altered  disadvantageously  cannot  serve  as  an  encouragement  to  sell. 
It  is,  of  course,  exceedingly  difficult  to  determine  precisely  under 
which  conditions  more  grain  would  be  marketed  (there  being  a 
scarcity  of  manufactured  goods) — when  there  is  an  artificial  main- 
tenance of  the  peace-time  ratio  of  exchange  between  industrial  and 
agricultural  products,  or  when  this  ratio  changes  to  the  disadvan- 
tage of  the  agricultural  produce.  In  other  words,  would  more  grain 
be  sold  if  the  opportunity  of  getting  manufactured  goods  were 
equally  small  for  all  the  peasants,  or  if  the  opportunity  were  rela- 
tively good,  but  only  for  a  limited  section  of  the  rural  population? 
In  our  opinion,  it  might  be  that  less  grain  would  go  to  the  market 
under  the  former  conditions. 

Whatever  the  true  facts  may  be,  one  thing  is  certain :  without 
overcoming  the  scarcity  in  manufactured  goods  it  is  impossible  to 
induce  the  peasants  to  sell  their  produce,  for  without  this  there  is 
no  chance  of  removing  the  primary  consequence  of  that  scarcity — 
the  uselessness  of  money  precisely  as  regards  those  things  which  the 
peasants  want  to  purchase.^  Yet,  in  spite  of  this,  grain  was  being 
sold,  and  this  at  a  time  when  the  scarcity  and  dearness  of  industrial 
products  were  already  fully  established.  It  was  only  toward  the  close 
of  1916  that  the  disorganization  of  commodity  exchange  began  to 
make  itself  felt  and  that  the  public  commenced  to  speak  of  it  quite 
plainly. 

*  This  is  why  the  decisions  adopted  in  August,  1916,  by  the  congress  of 
food  supply  commissioners  were  fundamentally  fallacious.  Taking  it  for 
granted  that  the  root  of  the  evil  was  in  the  rising  prices  of  manufactured 
products,  the  congress  insisted  upon  official  price  regulation  for  such 
products. 
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Factors  Counterbalancing  Scarcity  of  Foodstuffs  Caused  by 
Scarcity  of  Manufactured  Products. 

There  were  several  causes  which  counterbalanced  the  scarcity  of 
foodstuffs  in  the  market,  brought  about  by  the  shortage  of  indus- 
trial products.  First,  the  existence  of  large  non-peasant  farming 
establishments  producing  much  more  than  they  themselves  required 
and  compelled  for  this  reason  to  depend  in  any  circumstances 
on  a  large  market  business.  It  is  true  that  the  output  of  such  estab- 
lishments suffered  much  from  the  shortage  of  labor;  still,  so  far  as 
they  kept  up  their  work,  they  were  reservoirs  from  which  it  was 
easier  to  obtain  grain  than  from  other  sources.  Thus,  immediately 
after  the  outbreak  of  the  March  Revolution  in  1917,  when  a  grave 
food  crisis  menaced  the  army  at  the  front,  the  Food  Supply  Com- 
mission of  the  Provisional  Committee  of  the  State  Duma  tele- 
graphed to  different  parts  of  the  country  an  order  for  the  immediate 
requisition  of  grain  from  the  big  landowners  and  tenant-farmers 
having  an  acreage  of  not  less  than  50  deciatines,  as  well  as  from  the 
stocks  held  by  business  firms  and  banks. 

The  second  counterbalancing  factor  was  the  existence  of  an  or- 
ganized machinery  of  government  remaining  intact  even  after  the 
March  Revolution  and  able  to  collect  taxes.  Whatever  the  taxes, 
they  had  to  be  paid,  and  in  the  absence  of  any  other  means,  the 
person  in  possession  of  supplies  was  compelled  to  sell  a  portion  of 
them  for  the  payment  of  taxes. 

The  third  factor  was  the  fact  that,  although  there  was  a  very 
considerable  scarcity  of  manufactured  goods,  some  were  still  to  be 
found  in  the  market.  When,  during  the  latter  half  of  1916,  their 
prices  rose  higher,  outstripping  the  advance  in  the  price  of  grain, 
these  goods  became  available,  it  is  true,  to  a  relatively  narrow  circle 
of  purchasers ;  but  there  can  be  no  doubt  that  buyers  were  still  to 
be  found  among  the  peasantry.  In  acquiring  manufactured  goods, 
these  people  were  compelled  to  market  larger  amounts  of  grain  than 
previously  for  the  same  quantity  of  manufactured  goods,  and  this 
might,  to  a  certain  extent,  compensate  for  the  withdrawal  of  the 
average  peasant  from  the  market. 

In  the  fourth  place — and  this  is  the  most  important  factor  coun- 
terbalancing the  scarcity  of  marketed  grain — there  was  the  fact 
that  money  still  existed  and  could  not  fail  to  exert  its  traditionally 
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powerful  effect.  Money  is  a  means,  and  not  an  end,  sought  by  all 
parties  to  an  act  of  exchange.  Since  money  is  not  merely  a  means, 
in  the  ordinary  sense,  but  a  universally  accepted  and  unconditional 
means,  the  possession  of  money  becomes  equivalent  to  possession 
of  objects  that  have  an  objective  value,  since  the  money  may  at  any 
time  be  converted  into  terms  of  such  objects.  In  this  case  the  dis- 
tance separating  the  means  from  the  end  is  apparently  removed, 
and,  by  a  confusion  of  thought  easily  understood,  the  means  seems  to 
acquire  the  character  of  the  end  itself. 

This  accounts  for  the  strong  hold  that  money  has  upon  men.  But, 
given  certain  conditions,  the  real  nature  of  money  is  clearly  re- 
vealed, and  then  money  loses  a  great  deal  of  its  usual  power  and 
attraction.  The  conditions  are  the.  following: 

(1)  The  steady  depreciation  of  money,  making  every  delay  in 
the  spending  of  it  fatal. 

(2)  The  disorganization  of  commodity  exchange  on  a  large 
scale.  The  scarcity,  and  even  the  complete  disappearance,  of  a  cer- 
tain group  of  commodities  signifies  at  the  same  time  either  the  total 
uselessness  of  mone}'  or,  at  best,  such  a  decline  of  its  purchasing 
power,  with  respect  to  that  group  of  commodities,  that  it  ceases  to 
be,  for  all  or  many  of  those  persons  who  needed  and  still  need  such 
commodities,  a  medium  of  any  use  whatever.  Hence  those  dealers 
who  carry  their  goods  to  the  market  exclusively  for  the  purpose  of 
acquiring,  through  the  instrumentality  of  money,  scarce  commodi- 
ties, find  themselves  in  a  dilemma:  they  must  either  refuse  to  sell 
their  goods,  that  is,  keep  on  accumulating  stocks,  or,  if  they  sell, 
they  will  be  accumulating  worthless  money.  A  third  possibility — 
that  of  selling  their  goods  and  buying  the  goods  they  require — does 
not  exist.  It  should  be  said  that  hoarding  of  money,  at  a  time  when 
goods  are  scarce  and  future  market  conditions  uncertain,  and  while 
there  is  a  visible  upward  trend  in  all  prices,  is  a  very  hazardous 
proceeding.  This  is  why  the  rural  population  of  Russia  strove, 
during  the  War,  to  avoid  selling  and,  in  extreme  cases,  endeavored 
to  revive  the  system  of  barter.  The  result  was  that  money,  after 
losing  its  prestige  in  the  eyes  of  the  peasantry,  lost  its  character  of 
universal  and  unconditional  currency  in  the  cities  also.  Money  thus 
became,  if  not  a  "despised  metal,"  at  least  "contemptible  paper," 
and  its  power  was  completely  destroyed. 

In  conclusion  we  must  say  that  the  condition  mentioned  first, 
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that  is,  a  steady,  general  currency  depreciation,  may  take  its  course 
quite  independently,  without  producing  the  second  condition,  that 
is,  disorganization  of  commodity  exchange ;  but  the  latter  invariably 
gives  rise  to  the  former.  Indeed,  if  there  is  a  disorganization  of  com- 
modity exchange,  this  of  itself  not  only  destroys  the  power  of 
money,  but,  leading  to  a  general  scarcity  of  goods  in  the  market,  it 
tends  to  raise  the  general  level  of  prices;  in  other  words,  it  de- 
preciates the  value  of  money.  The  process  of  undermining  the  power 
of  money  becomes  most  acute  when  those  causes  which  are  directly 
responsible  for  the  currency  depreciation  combine  with  those  causes 
which  lie  at  the  bottom  of  the  disorganization  of  the  commodity  ex- 
change. In  this  instance  the  entire  process  is  stimulated  from  three 
different  sides:  (1)  The  disorganization  of  the  commodity  exchange 
per  se;  (2)  the  dejjreciation  of  currency  resulting  from  this  kind 
of  disorganization;  and  (3)  independent  factors  producing  depre- 
ciation of  currency. 

This  process  is,  however,  retarded  thanks  to  the  fact  that  the 
power  of  money  cannot  be  destroyed  at  one  stroke.  For  a  con- 
siderable time  money  retains  the  traditional  attraction  of  an  end  in 
itself.  Hence  the  causes  resj)onsible  for  a  disorganization  of  the  com- 
modity exchange  may  for  a  long  time  be  kept  in  check  and  counter- 
acted by  the  influence  of  money  power.  This  is  due  to  the  fact  that 
the  owners  of  plentiful  goods  are  still  for  some  time  satisfied  to  ac- 
cejDt  money  as  a  fair  equivalent  for  their  goods,  even  if  they  may  be 
unable  to  purchase  with,  this  money  any  goods  they  need  for  them- 
selves. This  is,  then,  an  accumulation  of  money.  Thanks  to  the  tinge 
of  self-sufficiency  that  money  has  acquired  during  the  preceding 
period,  it  goes  on  acting  as  a  substitute,  so  to  speak,  for  the  absent 
commodities,  thus  concealing  the  void  that  has  really  been  forming 
in  the  market.  As  long  as  this  continues,  the  plentiful  commodities 
are  sent  to  the  market  as  usual,  and  even  if  they  are  not  offered  for 
sale  as  abundantly  as  before,  the  deficienc}^  will  be  far  smaller  than 
the  deficiency  of  the  scarce  commodities.  Outwardly,  at  any  rate, 
the  market  situation  will  appear  quite  promising,  since  it  will  lead 
people  to  believe  that  there  is  no  connection  between  the  market 
supply  of  plentiful  and  scarce  commodities. 

Such  a  situation,  however,  cannot  last  indefinitely.  The  moment 
must  arrive  when  a  continued  hoarding  of  money  becomes  absurd. 
This  moment  may  be  deferred  if  there  is  a  confident  belief  that  the 
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scarcity  of  goods  in  question  will  not  last  long.  On  the  other  hand, 
however,  such  a  moment  may  be  hastened  very  effectively  by  a  num- 
ber of  contributory  factox's,  as,  for  instance,  a  general  currency  de- 
preciation. The  hoarding  of  money  then  becomes  more  foolish  than 
ever  and,  consequently,  the  selling  of  goods,  likewise,  becomes  fool- 
ish, if  its  sole  object  is  the  accumulation  of  money.  The  plentiful 
commodities  now  commence  to  disappear  from  the  market,  that  is  to 
say,  the  process  which  we  have  designated  as  disorganization  of  com- 
modity exchange  and  which  results  in  a  progressive  shrinking,  or 
tightness,  of  the  commodity  market,  comes  into  play.  This  is  not 
without  its  effect  on  the  further  depreciation  of  the  currency  (as 
explained  previously),  and  this,  in  turn,  accelerates  and  intensifies 
the  disorganization  of  commodity  exchange,  and  so  on. 

Money  Hoarding  by  Peasants  and  Its  Effects. 

Turning  back  again  to  our  consideration  of  the  market  in  food- 
stuffs during  the  War,  we  find  that  in  fact  the  disorganization  of  the 
commodity  exchange  did  not  occur  for  some  considerable  time;  or, 
to  be  more  exact,  it  was  not  made  manifest,  notwithstanding  that 
manufactured  goods  were  already  getting  scarce,  because  peasants 
were  still  content  to  go  on  hoarding  money.  To  estimate  accux'ately 
the  sums  which  thus  found  their  way  into  the  hiding  places  of  the 
peasantry  is  not  easy.  But  a  rough  estimate  would  seem  to  indicate 
that  something  like  three  thousand  million  rubles  had  been  swal- 
lowed up  in  this  manner  by  January  1,  1917.  Down  to  the  middle 
of  1916  money  still  retained  most  of  its  prestige,  notwithstanding  its 
continuous  de23reciation ;  after  that,  however,  there  seemed  to  be  a 
great  change  in  the  situation.  At  any  rate,  speaking  at  the  con- 
ference of  the  commissioners  of  the  Special  Council  on  Food  Supply 
on  August  25,  1916,  M.  Neklyudov,  commissioner  for  the  province 
of  Kharkov  declared,  without  the  statement  being  challenged,  that 
"I  have  seen  the  masses  of  our  peasantry  who  have  rye  from  last 
year  refusing  to  consign  and  sell  irrespective  of  price.  They  say 
that  rye  has  real  value,  while  money  is  rapidly  depreciating.  Simi- 
lar opinions  I  have  heard  everywhere." 

As  the  peasants  continued  for  a  long  time,  in  spite  of  a  serious 
shortage  of  manufactured  goods,  to  accept  money  in  exchange  for 
their  products,  we  are  justified  in  the  belief  that  the  advance  in  food 
prices,  particularly  those  of  cereals,  must  have  failed  to  keep  pace 


424. 


FOOD  SUPPLY  IN  RUSSIA 


with  the  advance  of  prices  of  manufactured  goods,  at  least  until  the 
early  part  of  1917.  To  verify  this  assumption,  let  us  compare  the 
movement  of  prices  quoted  by  the  produce-exchanges  (of  which  we 
have  numerous  and  complete  data)  for  the  four  principal  cereals  in 
the  production  regions  (since  it  is  important  for  us  to  consider  those 
prices  which  come  closest  to  the  food  producers)  with  price  move- 
ments in  manufactured  goods. 

It  is  unfortunate  that  no  systematic  tabulation  of  prices  was  made 
for  finished  manufactured  goods.  The  available  quotations  are 
chiefly  for  raw  materials  and  serai-manufactured  goods.  But  on  the 
other  hand  we  have  the  fact  that  the  market  in  raw  materials  and 
semi-manufactured  goods  very  early  came  under  the  influence  of 
government  control,  while  nearly  all  of  them  were  placed,  by  the 
distributing  organs  of  the  State,  at  the  disposal  of  establishments 
working  for  national  defense,  at  prices  specially  fixed.  It  is  obvious 
that  these  prices,  even  though  reflecting  those  of  the  finished  prod- 
ucts, could  only  do  so  where  those  products  came  under  the  control 
of  the  State.  It  is  therefore  absolutely  impossible  to  judge  from 
raw  material  quotations  the  price  movement  of  finished  products, 
in  so  far  as  these  may  still  have  figured  in  the  free  market.  Prices  of 
iron,  in  particular,  will  probabl}'  be  found  the  least  useful  for  our 
purpose. 

However,  in  cases  where  we  do  not  possess  information  concerning 
finished  products  we  are  confronted  with  no  less  difficulty.  In  the 
first  place,  certain  classes  of  commodities  were  excluded  altogether 
from  the  free  market,  being  used  entirely  for  the  needs  of  national 
defense,  at  fixed  prices.  If  some  part  of  such  business  was  still  con- 
ducted on  a  competitive  basis,  the  government  prices  nevertheless 
ranked  first  and  usually  figured  in  the  price  lists.  Furthermore,  it 
becomes  impossible  to  ascertain  the  real  prices  after  price  regula- 
tion has  been  formally  extended  to  all  products  sold  by  factories  and 
dealers. 

With  all  these  reservations,  we  shall  now  present  the  figures  re- 
garding the  movement  of  prices  of  iron,  textiles,  and  grain  (as  the 
principal  foodstuff).  Tables  52  and  53  give  an  idea  of  the  ques- 
tions involved.® 

^  The  following  sources  have  been  used  in  the  preparation  of  these 
tables:  Narodnoe  Khozyaistvo  v  1916  Godu,  issue  VII,  pp.  266-267;  Po- 
lozhenie  Tekstilnoi  Pramishlennosti,  issue  I,  pp.  32-35,  60. 
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TABLE  52 

INDEX  NUMBERS  OF  PRICES  OF  IRON  AND  GRAIN 

General 
index  number 
jor  the 


/ 

-Corrugated  iron  

General 

four 

Donets 

Petrograd 

Merchant  iron 

index 

principal 

Ekaterinburg 

Bastn 

"Siberian" 

Petrograd 

Kharkov 

number 

cereals 

Grade 

/ 

"Southern' 

( l?QStC 

(basic 

( basic 

lor 

Jul 

Dates 

11  feet 

8  feet 

10  feet 

price) 

price) 

price) 

iron 

Hon  areas 

1913,  average 

100 

100 

100 

100 

100 

100 

100 

100 

1914,  June 

115.5 

112.8 

103.7 

104.0 

102.5 

104.0 

107.1 

102.1 

December 

125.6 

121.6 

103.7 

133.0 

109.1 

107.3 

116.7 

111.0 

1915,  January 

125.6 

121.6 

103.7 

133.0 

109.1 

107.3 

116.7 

128.7 

December 

193.4 

176.9 

120.0 

199.1 

149.3 

146.6 

164.2 

154.6 

1916,  January 

209.0 

190.7 

174.4 

199.1 

154.5 

146.6 

179.1 

159.4 

February 

229.1 

200.4 

174.4 

204.8 

168.8 

162.0 

189.9 

165.2 

March 

229.1 

200.4 

174.4 

216.8 

168.8 

170.0 

193.2 

170.6 

April 

229.1 

200.4 

186.0 

193.8 

170.7 

170.0 

191.6 

168.9 

May 

229.1 

200.4 

209.3 

176.1 

172.0 

170.0 

192.8 

170.0 

June 

229.1 

200.4 

205.6 

176.1 

179.2 

170.0 

193.4 

178.5 

July 

229.1 

200.4 

205.6 

176.1 

201.3 

180.0 

198.7 

177.5 

TABLE  53 

INDEX  NUMBERS  OF  PRICES  OF  TEXTILES  AND  GRAIN 

Textiles 


General 

index  numbers 

General 

for  the  four 

index  numbers 

principal 

Moscow 

for  light 

cereals 

Ivanov-Voznesensk 

Light 

Heavy 

and  heavy 

in  produc- 

Dates 

Printed  calico 

Satin 

textiles 

textiles 

textiles 

tion  areas 

1914,  June 

100 

100 

100 

100 

100 

100 

1915,  Jime 

148.2 

140.5 

145.7 

153.5 

149.6 

137.6 

July 

163.6 

148.4 

126.1 

September 

170.9 

154.3 

149.610 

155.710 

152.710 

124.5 

1916,  January 

199.0 

160.1 

156.1 

June 

279.1 

215.7 

169.9 

July 

297.1 

215.7 

242.8 

235.9 

239.1 

173.8 

September 

318.9 

233.3 

217.2 

In  studying  these  tables,  the  reader  should  remember  that  the 
prices  of  iron  here  quoted  are,  in  so  far  as  the  ordinax-y  buyer  is 
concerned,  to  a  large  extent  fictitious.  Far  more  correct  is  the  ratio 
between  the  movement  of  prices  of  calico  (the  principal  cloth  sold 
to  the  peasants)  and  of  grain,  since  the  calico  quotations  were  ob- 
tained by  means  of  questionnaires  and  were  carefully  verified.  The 

1°  August,  1916. 
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picture  will  become  even  clearer  if  we  consider  the  rise  of  retail 
prices  of  textiles.  "Retail  prices  not  only  in  the  provinces,  but  also 
in  Moscow,  advanced  much  farther  than  factory  prices,  not  infre- 
quently twice  as  much  and  more,"  we  read  in  the  report  of  an  in- 
vestigator of  the  conditions  in  the  textile  market  at  the  end  of  1916. 

It  is  interesting  also  to  consider  here  a  few  figures  showing  the 
rising  price  of  grain  and  certain  other  commodities  at  Moscow  about 
the  middle  of  1916,  as  compared  with  prices  at  the  beginning  of  the 
War:" 

TABLE  54 

INDEX  NUMBERS  OF  PRICES  IN  MOSCOW  IN  1916 


(Prices  in  July,  1914 

=  100) 

Ooods 

Middle  of  1916 

Rye  bread 

147 

Wheat  bread 

143 

Rye  flour 

195 

Wheat  flour 

169 

Fuel 

224 

Kerosene  and  candles 

210 

Matches 

500 

Textiles 

262 

Footwear 

334 

The  figures  contained  in  the  above  table,  taken  by  themselves,  do 
not  furnish  sufficient  ground  for  speaking  of  a  catastrophic  short- 
age of  manufactured  goods  or,  at  least,  of  a  catastrophic  advance 
in  the  price  of  manufactured  goods  in  comparison  with  the  price 
of  grain.  But  when  we  turn  from  the  semifictitious  prices  and  ob- 
serve the  real  prices  that  the  peasants  had  to  pay  for  everything 
they  bought,  the  actual  situation  appears  at  once  and  we  see  the 
acuteness  of  the  crisis  which  the  scarcity  and  high  cost  of  manu- 
factured goods  produced  in  the  food  market.  We  are  unable  to  give 
a  detailed  survey  of  the  problem  here  but  shall  quote,  as  an  illustra- 
tion, one  instance. 

See  Dvishenie  Tsen  2a  Dva  Goda  Voini  {Movement  of  Prices  during 
Two  Years  of  the  War),  published  by  the  Union  of  Towns,  Petrograd, 
1916,  pp.  82-83;  also  Pervushin,  Denezhnoe  Obrashchenie  i  Kredit  {Mone- 
tary Circulation  and  Credit),  Moscow-Petrograd,  1922,  p.  82. 
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In  the  report  of  the  chairman  of  the  Simbirsk  provincial  zemstvo 
board,  dated  August  4,  1916,  we  read: 

In  the  Middle  Volga  provinces,  which  include  the  province  of  Sim- 
birsk, prices  of  the  principal  kinds  of  grain  .  .  .  over  the  entire  period 
of  the  War  approximately  doubled.  Calico,  according  to  the  June  re- 
ports of  the  correspondents  of  the  statistical  division  of  the  provincial 
zemstvo  board,  increased  in  price  during  the  same  period  by  336  per 
cent.  Before  the  War  the  peasants  of  the  province  of  Simbirsk  used 
to  pay  for  the  ordinary  grades  of  calico  l-i  copecks  per  arshine,  as 
against  the  present  price  of  47  copecks;  "&o&riA,""  [rough  woolen 
cloth]  cost  80  copecks  before  the  War,  whereas  its  present  price  is  6 
to  7  rubles ;  a  pair  of  leather  boots  which  used  to  cost  7  rubles  is  now 
worth  25  or  30  rubles;  merchant  iron  which  cost  2.5  rubles  before  the 
War  now  costs  12  rubles;  lattice  nails  for  roofing  have  risen  fi'om 
3.9-5.5  to  32  rubles  and  even  higher.  There  is  no  doubt  that  the  same 
thing  will  recur  in  the  future  if  the  field  of  operation  of  fixed  prices  re- 
mains limited  as  heretofore.^" 

Similar  reports  were  furnished  concerning  a  large  number  of 
other  provinces. 

The  strong  rise  in  the  price  of  grain  in  the  autumn  of  1916  was 
already  in  part  a  result  of  the  scarcity  and  dearness  of  manufac- 
tured goods.  No  doubt,  it  was  not  due  exclusively  to  this  circum- 
stance, but  it  certainly  was  so  in  a  considerable  measure.  Producers 
began  more  and  more  to  refrain  from  selling,  seeing  the  futility  of 
it.  Hence,  the  rising  of  grain  prices  and  the  difficulties  of  supply  al- 
ready mentioned.  When  we  take  all  this  into  consideration  we  are 
forced  to  admit  the  correctness  of  the  statements  made  by  M.  Stru- 
kov  in  the  Special  Council  on  Food  Supply : 

It  is  true  that  the  peasants  have  a  great  deal  of  money,  but  it  can- 
not be  said  that  they  are  getting  rich.  This  would  be  a  superficial  con- 
clusion. The  peasants  are  not  getting  rich  but  are  spending  their 
capital  .  .  .  as  a  result,  they  will  get  a  little  cheap  money,  but  there 
will  be  no  longer  any  real  capital  because,  with  existing  prices,  the 
peasant  has  no  way  of  exchanging  this  money  for  goods  he  does  not 
produce  on  his  farm.^* 

Materalyi  po  Voprosu  oh  Ustanovlenii  Tverdikh  Tsen  na  Khlehnii 
Produkti  do  Urozhaya  1917  Goda,  Part  II,  p.  191. 

Ibid.,  Part  II,  pp.  23,  55,  83,  102,  191,  202,  205,  209,  223,  224,  245, 
251,  258,  263;  Part  III,  pp.  6,  17,  18,  24,  58,  93,  101,  123,  151. 
"76it/.,  Part  III,  p.  114. 
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Conclusion. 

The  presence  of  all  the  symptoms  of  a  disorganization  of  com- 
modity exchange  seems  to  be  fully  established  by  the  discussion  in 
the  earlier  part  of  this  chapter.  People  on  the  spot  might  have  erred 
in  details ;  the  general  picture,  however,  which  they  presented  could 
not  have  been  false.  Their  statements  are  too  unanimous  to  be  mis- 
taken and  they  give  too  many  examples  of  a  similar  nature,  in  spite 
of  the  fact  that  their  reports  came  from  different  parts  of  the  coun- 
try, often  thousands  of  miles  apart.  Such  was  the  situation  about 
the  middle  of  1916. 

In  1917  matters  became  much  worse.  Persons  closely  connected 
with  the  administration  of  the  food  supply  had  to  listen  to  many 
complaints  from  the  chairman  of  food  supply  committees  concern- 
ing the  difficulties  of  collecting  grain  supplies,  owing  to  the  scarcity 
of  manufactured  goods.  Numerous  telegrams  were  received  from 
various  localities  somewhat  to  this  effect:  "There  is  grain.  We  can 
collect  such  and  such  quantities  [usually  not  much].  If  textiles, 
iron,  and  other  articles  were  sent,  collections  could  be  doubled  and 
even  trebled."  The  Ministry  of  Food  Supply  established  by  the 
Provisional  Government  in  the  place  of  the  Special  Council  on  Food 
Supply  had  even  a  regular  department,  the  object  of  which  was  to 
furnish  the  population  with  manufactured  goods. But  it  failed  to 
obtain  any  imjDortant  results.  We  regret  we  have  no  reliable  data 
(there  seem  to  have  been  none  in  existence  at  all)  on  the  movement 
of  prices  of  industrial  products  in  1917,  especially  for  localities 
outside  the  manufacturing  centers.  Moreover,  the  practice  of  regu- 
lating prices  had  become  so  general  that  it  was  now  almost  impos- 
sible to  rely  upon  the  official  figures.  For  Moscow  and  the  central 
region,  the  industrial  center  of  the  country,  we  are  in  a  position  to 
give  the  following  figures  for  August-November,  1917:  The  price 
of  gingham  (mitkal)  of  18  vershok^®  was  1,592  per  cent  above  the 
price  of  1914;  the  price  of  16-vershok  gingham  was  1,408  per  cent 
higher;  leather  boots  were  1,000  per  cent  higher;  corrugated  iron 
was  618  per  cent  higher,  and  so  on. 

It  would  be  interesting  to  discover  what  the  prices  were  in  the 
rural  districts,  far  away  from  the  large  centers.  In  all  probability 

Concerning  the  achievements  of  the  Ministry  in  this  field  see  Kon- 
dratev,  op.  cit.,  pp.  118-119. 

One  vershok  =  1.75  inches. 
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there  were  no  regular  prices  at  all  at  those  places,  for  the  very  sim- 
ple reason  that  they  no  longer  had  any  goods.  It  is  scarcely  to  be 
wondered  at,  in  these  circumstances,  that  there  should  have  been  a 
serious  crisis  in  the  food  supply  and  that  prices  should  have 
mounted  at  a  catastrophic  rate.  With  the  power  of  money  destroyed 
and  with  offers  of  grain  by  producers  greatly  reduced,  the  prices 
of  grain  might  even  acquire  a  tendency  to  outstrip  the  prices  of 
manufactured  goods,  since,  so  far  as  grain  was  concerned,  Ave  were 
confronted  with  scarcity  affecting  a  most  indispensable  article  with 
a  highly  inelastic  demand. 

In  the  disorganization  of  commodity  exchange  we  have  found 
still  another  factor  forcing  the  effective  supply  to  shrink  faster  than 
the  potential  supply.  The  result  was  that  the  tension  between  effec- 
tive demand  and  effective  supply  kept  on  increasing  and  prices  rose 
irresistibly. 

It  seems  to  us  that  it  is  precisely  to  the  disorganization  of  com- 
modity exchange  that  we  must  attribute  a  considerable  share  of  the 
responsibility  for  the  fact  that,  from  1916  onward,  the  usual  au- 
tumnal decline  of  grain  prices  almost  entirely  disappears.  But,  of 
course,  there  was  also  the  contributing  factor  of  the  poor  harvests 
of  1916  and  1917.  With  an  available  supply  of  about  one  thousand 
million  puds  of  grain  (we  deliberately  minimize  the  actual  figures), 
there  was  a  strong  contraction  of  the  gi-ain  market,  in  response  to 
the  still  stronger  contraction  of  the  market  in  manufactured  goods. 


CHAPTER  XI 


THE  INFLUENCE  OF  PAPER  CURRENCY  UPON 
THE  MARKET  IN  FOODSTUFFS 

Growth  of  Money  Resources} 

The  statement  of  the  main  factors  in  the  movement  of  prices  out- 
lined in  previous  chapters  would  not  be  complete  if  we  did  not  try 
to  answer  the  further  question  of  what  caused  the  increase  in  mone- 
tary means  of  consumption  among  the  population  and  the  abundant 
supply  of  money  devoted  to  speculative  business. 

In  the  preceding  pages  we  have  studied  the  machinery  of  the  ad- 
vance of  prices,  and  it  has  been  made  clear  that  this  advance  would 
have  been  impossible,  at  any  rate  to  the  extent  to  which  it  actually 
occurred,  if  the  consumers  of  food  produce  had  not  possessed  in- 
creased amounts  of  cash.  It  is  true,  the  fact  alone  that  expenditure 
on  liquor  was  eliminated  from  the  budget  of  the  masses  made  it 
possible  to  devote  the  additional  funds  to  the  purchase  of  food:  this, 
however,  under  certain  conditions,  became  merely  a  payment  of 
higher  prices  and  did  not  result  in  any  increase  in  the  quantity  of 
produce  purchased. 

In  addition,  retrenchment  in  consumption  or  postponement  of 
consumption  of  a  great  deal  of  produce  other  than  foodstuffs  would 
also  tend  to  make  funds  available  for  the  purchase  of  food  produce. 
It  is  difficult,  however,  to  believe  that  this  can  have  made  it  possible 
for  prices  to  rise  as  high  as  they  did.  As  a  matter  of  fact,  we  have 
seen  the  monetary  income  of  large  sections  of  the  community  in- 
creased. At  first  sight  this  may  seem  strange,  since  the  economic  ac- 
tivities of  Russia  were  evidently  in  full  decline.  At  all  events,  a 
process  of  slackening  and  even  complete  stagnation  of  work  in  other 
fields  accompanied  the  increased  activity  devoted  to  national  de- 
fense. And  yet,  if  we  were  to  judge  by  the  increase  of  money  earn- 
ings, we  should  obtain  a  picture  of  general  prosperity. 

Let  us  now  consider  the  problem  more  closely.  We  find,  in  the 

^  See  Miehelson,  Apostol,  and  Bernatzky,  Russian  Public  Finance  during 
the  War  (Yale  University  Press,  1928)  in  this  series  of  the  Economic  and 
Social  History  of  the  World  War. 
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first  place,  that  the  growth  of  the  monetary  resources  of  the  peas- 
antry was  due  to  the  following  causes:  (1)  the  elimination  of  ex- 
penditure on  liquor,  (2)  government  allowances  to  soldiers'  families, 
(3)  high  wages  for  labor,  (4)  earnings  for  horses  and  wagons  fur- 
nished to  carry  government  freight,  and  (5)  the  rising  price  of 
foodstuffs. 

The  next  question  we  have  to  ask  is  where  the  Treasury  obtained 
the  means  of  meeting  this  new  expenditure.  Had  these  means  been 
obtained  by  taxation  or  loans,  the  increase  in  the  monetary  re- 
sources of  the  peasantry  would  have  led  to  a  decrease  in  those  of 
other  classes.  Moreover,  in  so  far  as  the  peasants  themselves  were 
taxpayers,  the  whole  operation  would,  to  some  extent,  have 
amounted  simply  to  the  transfer  of  certain  sums  of  money  from  one 
pocket  to  another  within  the  peasant  class  itself.  But  in  fact  nearly 
everybody  was  apparently  growing  richer.  We  have  also  to  consider 
that  the  higher  wages  paid  for  farm  labor  were  made  possible  by 
the  high  prices  of  farm  produce,  for  it  is  obvious  that  the  farmers 
would  not  have  been  able  to  pay  these  extremely  high  wages  to  their 
laborers  if  they  had  not  been  able  to  sell  their  goods  at  higher 
prices. 

In  this  way  we  see  that  the  increased  earnings  of  the  farmers  were 
due  to  the  advance  in  the  prices  of  food  products.  The  question, 
however,  is:  whence  came  this  advance,  or,  to  be  more  exact,  where 
did  the  money  come  from  to  pay  these  enhanced  prices.''  It  is  plain 
that  the  source  must  be  looked  for  primarily  in  the  increased  earn- 
ings and  resources  of  those  consumers  who  present  a  visible  demand 
for  foodstuffs.  These  were  the  Government  and  the  various  classes 
of  the  urban  and  partly  also  the  rural  population.  Consequently, 
the  question  becomes  once  more:  what  were  the  causes  of  the  in- 
crease in  their  monetary  resources  .f* 

As  regards  the  Government  and  its  resources  we  repeat  here  what 
we  have  already  said,  namely,  that  these  resources  could  not  be  ob- 
tained entirely  from  taxation  and  loans,  as  this  would  undoubtedly 
have  meant  merely  the  transfer  of  the  funds  circulating  in  the 
country  and  would  therefore  have  weakened  the  position  in  the  mar- 
ket of  other  consumers.  In  particular,  inasmuch  as  taxes  would 
have  to  be  paid  by  the  peasants,  high  food  prices  would  mean  simply 
a  restitution  of  moneys  taken  from  them  previously,  even  though, 
of  course,  only  in  part.  If,  however,  we  assume  that  taxes  were  col- 
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lected  only  from  the  urban  population  (which  is  not  the  case)  the 
effect  would  have  been  their  complete  destitution.  In  reality,  the 
urban  population,  with  the  exception  of  certain  groups,  increased 
its  earnings  greatly,  as  may  be  seen  from  the  growth  of  bank  de- 
posits, savings  accounts,  etc. 

We  must  now  consider  the  question  of  the  origin  of  this  pros- 
perity of  the  urban  population.  The  answer  is  that  it  might  be 
derived  either  from  the  higher  remuneration  of  the  services  of  a  cer- 
tain part  of  it  or  from  the  higher  prices  of  goods  produced.  How- 
ever, increased  remuneration  of  services  depended  either  directly  on 
the  Government  (salaries  of  officials,  pay  of  army  officers,  etc.)  or 
upon  the  rise  in  prices  of  industrial  produce,  since  persons  selling 
their  labor  to  manufacturers  might  receive  higher  wages  either  be- 
cause prices  of  manufactured  goods  were  rising  or  because  they 
could  easily  be  increased.  The  earnings  of  business  men  depended 
upon  the  same  factor. 

This  leads  us  to  the  question:  who  precisely  was  the  buyer  of 
manufactured  goods.''  The  answer  is,  again,  the  Government.  AU 
roads  lead  to  Rome :  The  increase  of  the  money  income  and  resources 
of  the  masses  can  ultimately  be  traced  back  to  the  financial  power 
of  the  State  which,  strangely  enough,  had  grown  during  the  War. 
As  a  matter  of  fact,  the  monetary  resources  of  the  peasantry  kept 
on  increasing  either  because  of  direct  payments  received  from  the 
Government,  or  thanks  to  the  indirect  influence  of  the  Government 
upon  the  demand  from  persons  who  had  no  relation  to  food  produc- 
tion (increase  in  the  salaries  of  civil  service  employees  and  army 
officers,  purchases  of  manufactured  goods,  etc.). 

The  ultimate  result  was  that  these  larger  money  resources  among 
the  peasants  made  them  more  or  less  independent  of  market  condi- 
tions, permitting  them  either  to  sell  or  to  refuse  to  sell  as  they  saw 
fit.  As  long  as  the  farmers  still  had  an  interest  in  selling  their  food 
produce,  the  refusal  to  sell  was  due  to  the  rise  of  prices  of  agricul- 
tural produce  and,  under  certain  conditions,  it  could  easily  have 
been  overcome,  especially  so  long  as  there  was  in  the  market  an 
abundant  supply  of  manufactured  goods  required  by  the  peasants. 
The  peasants  used  their  monetary  resources  to  buy  the  goods  they 
needed  and  thereby,  that  is  to  say,  by  driving  the  price  of  such 
goods  upward,  they  restored  to  the  city  a  certain  portion  of  the 
money  that  they  had  previously  obtained.  When  the  market  in 
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manufactured  goods  began  to  shrink,  the  peasants,  as  we  have  seen, 
did  not  immediately  stop  selhng  their  produce,  but  remained  content 
to  accumulate  savings.  During  this  period  the  rural  districts  simply 
became  a  vast  i-eservoir  into  which  thousands  upon  thousands  of 
rubles  kept  pouring  and  where  they  were  evidently  lost  to  circula- 
tion. 

The  increased  monetary  resources  of  the  urban  population  per- 
mitted it  to  maintain  its  demand  for  food  produce  at  the  pre-war 
level  and  even  higher.  Where  supply  could  not  keep  pace  with  de- 
mand, the  demand  of  the  urban  population  merely  tended  to  ad- 
vance prices  and  could  not  be  covered  in  its  entirety.  The  increased 
money  earnings  also  resulted  in  heavier  bank  deposits,  savings  ac- 
counts, etc.  It  was  on  the  basis  of  these  freely  available  cash  re- 
sources that  speculation  and  profiteering  were  able  to  develop. 

Such  was  the  cycle  of  the  money  circulation  that  started  from  the 
Treasury.  But  the  question  still  remains  as  to  where  the  Government 
obtained  such  an  abundant  supply  of  money.  We  have  already 
pointed  out  that  it  could  not  have  been  collected  in  taxes  and  loans. 

It  appears  clearly  that  the  State  must  have  been  in  possession  of 
some  special  and  abundant  sources  of  revenue.  The  reader  will  have 
guessed,  no  doubt,  that  it  was  simply  a  matter  of  the  issue  of  paper 
currency.  This  is  precisely  that  factor  in  the  movement  of  prices 
which  we  still  needed  in  order  to  complete  our  analysis  of  the  ma- 
chinery by  which  prices  were  determined  in  the  market  in  food- 
stuffs during  the  War. 

Issiie  of  Paper  Money. 

The  issue  of  paper  money  creates  a  new  demand  for  goods  and 
services,  since  the  Government  uses  it  to  cover  the  enormous  ex- 
penses caused  by  the  War.  We  may  even  go  so  far  as  to  say  that 
prices  are  rising  not  because  paper  currency  is  being  issued,  but  be- 
cause a  new  demand  appears  in  the  market,  and  this  demand  would 
have  a  tendency  to  raise  the  prices  even  if  it  were  not  accompanied 
by  the  issue  of  paper  currency.  In  the  course  of  the  War  it  was  fre- 
quently emphasized  that  the  issue  of  paper  currency  was  merely  an 
inevitable  result  of  the  advance  of  prices  caused  by  an  increased  de- 
mand. In  reality,  however,  the  term  demand  denoted  here  merely  the 
need  and  the  desire  to  expand  existing  demand.  It  goes  without  say- 
ing that  the  mere  desire  to  buy  and  use  more  goods  cannot  possibly 
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produce  any  tangible  effect  on  prices;  in  order  to  be  able  to  affect 
prices,  the  customer  must  also  have  more  money  than  usual.  We 
thus  see  that  only  that  kind  of  demand  which  represents  a  com- 
bination of  the  desire  to  buy  more  than  usual  and  the  money  which 
makes  it  j^ossible  to  realize  such  a  desire  may  be  considered  as  a  de- 
mand capable  of  affecting  prices. 

Ordinarily,  demand  involves,  for  each  party  to  a  business  transac- 
tion, as  a  preliminary  condition,  the  selling  of  his  services  or  goods 
in  the  market.  For  the  Treasury,  moreover,  demand  may  involve  the 
obtaining  of  funds  by  means  of  taxation.  Lastly,  a  basis  for  demand 
may  be  created  by  credit  operations  of  various  kinds. 

During  the  War  the  State  was  unable  to  obtain  the  whole  of  its 
indispensable  funds  by  the  above  means.  Accordingly,  it  set  the 
printing  press  to  work  to  issue  paper  currency. 

The  Government,  striving  to  satisfy  its  needs  by  printing  addi- 
tional money,  appeared  in  the  market  with  a  new  demand  for  goods 
that  it  required.  This,  of  course,  could  not  at  once  increase  the  quan- 
tity of  such  goods,  and  the  Government  was  therefore  forced  to  com- 
pete with  the  demand  of  the  ordinary  consumer.  Having  control, 
however,  of  the  printing  press  and  being  thus  in  a  position  to  in- 
crease its  output  of  money,  the  Government  succeeded  in  eliminating 
its  competitors  by  paying  higher  prices.  The  ordinary  consumers 
could  not  keep  up  with  the  Government  in  this  respect,  being  defi- 
nitely limited  in  their  resources,  and  they  were  forced  to  leave  the 
market.  In  this  way  the  Government  obtained  control  of  whatever 
goods  it  needed.  At  the  same  time,  owing  to  the  rise  of  prices,  money 
depreciated  in  value  so  far  as  such  goods  were  concerned,  and  there 
was  an  increase  in  the  money  earnings  of  the  persons  selling  them. 
This  stimulated  production  of  such  goods,  in  so  far  as  objective 
reasons  might  favor  it,  causing  a  transfer  of  available  capital  to 
the  corresponding  branches  of  business.  The  further  expansion  of 
production  naturally  required  additional  labor  as  well  as  additional 
means  of  jDroduction.  The  increased  demand  for  the  one  as  well  as 
the  other  tended  to  raise  their  prices  and  thereby  depreciated  the 
value  of  the  money  in  relation  to  these  also ;  it  moreover  resulted  in 
an  increase  in  the  income  of  a  new  group  of  persons ;  and  so  on. 

Ultimately,  high  prices  affected  an  ever  increasing  number  of 
commodities  and  consequently  depreciated  currency.  The  deprecia- 
tion of  the  ruble  weakened  the  position  of  the  Government  in  the 
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market  and  compelled  it  to  increase  the  issue  of  paper  money.  The 
serious  consequences  of  these  ceaseless  changes  in  the  purchasing 
power  of  the  ruble  compelled  the  Government  to  seek  new  ways  of 
satisfying  its  needs.  Making  use  of  its  legislative  powers,  the  Gov- 
ernment attempted  to  exclude  forcibly  certain  commodities  from 
private  transactions,  either  by  prohibiting  their  sale  or  by  deter- 
mining the  amount  of  such  goods  to  be  sold  in  the  open  market.  Be- 
sides, the  Government  could  prohibit  the  manufacture  of  this  or 
that  particular  commodity  so  as  to  preserve  raw  material  for  what- 
ever other  purpose  it  might  have  in  view.  Finally,  it  could  take  com- 
plete control  of  all  supplies  of  raw  material. 

The  Government  was  also  in  a  position  to  pay  for  the  goods  it 
needed,  not  the  prices  resulting  from  the  free  play  of  supply  and 
demand,  but  prices  fixed  definitely  on  the  basis  of  cost  of  produc- 
tion. Of  course,  in  so  far  as  the  elements  of  cost  of  production  ke])t 
fluctuating,  and  in  so  far  as  it  was  impossible  to  regulate  and  fix  the 
prices  of  every  kind  of  produce  and  service,  one  could  not  do  away 
entirely  with  changes  in  the  cost  of  production  and,  consequently, 
to  stop  the  issue  of  additional  paper  money.  Still,  all  these  measures 
helped  considerably  to  render  the  position  of  the  Treasury  more 
tolerable. 

In  conclusion,  we  must  draw  attention  to  another  process,  namely, 
a  declining  rate  of  foreign  exchange,  going  hand  in  hand  with  the 
increase  in  the  issue  of  paper  currency  and  the  decline  in  the  pur- 
chasing power  of  money.  This  process  was  due  to  the  extremely  un- 
favorable trade  balance  of  Russia.  The  deficit  of  this  trade  balance 
in  1915  amounted  to  about  700  million  rubles  and  rose  in  1916  and 
1917  to  nearly  2,000  million  rubles.  As  might  have  been  expected, 
no  parallelism  between  the  change  in  the  purchasing  power  of  the 
ruble  in  the  home  market  and  the  depreciation  of  the  ruble  in 
terms  of  foreign  currencies  could  be  observed.  On  the  contrary, 
during  the  War  the  divergence  between  the  movements  of  the  pur- 
chasing power  of  the  ruble  and  of  its  value  in  terms  of  foreign  cur- 
rencies was  especially  great.  Thus,  while  we  find  a  great  increase  in 
the  total  volume  of  paper  money  during  the  War,  it  was  compara- 
tively slight  in  the  course  of  the  first  two  years.  A  serious  increase 
in  the  issue  of  currency  set  in  only  during  the  period  of  the  Pro- 
visional Government. 
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Effects  of  Inflation  upon  the  Market  of  Foodstuffs. 

From  what  has  been  stated  above,  it  will  be  easy  to  understand 
how  the  issue  of  paper  money  affected  the  market  and  the  prices 
of  foodstuffs.  This  effect  might  be  either  direct  or  indirect.  The 
issue  of  paper  money  operated  directly  in  those  cases  where  the 
State  itself  was  a  buyer.  It  operated  indirectly,  first,  when  the  Gov- 
ernment had  to  buy  horses  and  harness  from  the  peasantry  and  pay 
allowances  to  soldiers'  families :  all  these  payments  exerted  indirect 
influence  on  the  market  in  foodstuffs,  strengthening  the  position  of 
the  peasants  when  selling  their  goods.  Secondly,  when  the  Govern- 
ment had  to  buy  manufactured  goods,  increase  the  salaries  of  em- 
ployees and  army  officers,  and  pay  allowances  to  soldiers'  families 
in  the  cities.  All  these  payments  affected  the  incomes  of  the  masses 
either  directly  or  indirectly,  and  they  were  reflected  in  the  visible 
demand  for  food  products. 

One  cardinal  question  arises  in  this  connection:  Is  it  possible  to 
explain  the  rise  in  prices  of  food  produce  solely  by  the  issues  of 
paper  currency  .f*  And,  if  it  is  not  possible  to  do  so,  what  is  the  re- 
lation of  the  issue  of  paper  currency  to  those  causes  of  high  prices 
which  we  have  considered  above? 

It  seems  to  follow  from  our  previous  remarks  that  the  mere  issue 
of  paper  money  cannot  alone  explain  the  movement  of  prices  during 
the  War.  As  a  matter  of  fact,  we  have  already  tacitly  taken  into 
account  the  issue  of  paper  currency  when  we  considered  the  growth 
of  the  money  income  and  attempted  to  ascertain  the  effect  which 
such  an  increase  might  have  on  the  food  market.  Consequently,  to 
the  extent  to  which  we  have  taken  into  account  the  changes  in  the 
money  earnings,  we  have  already  reckoned  with  the  factors  respon- 
sible for  these  changes,  the  issue  of  paper  currency  included. 

If  we  disregard  the  effect  of  the  disorganization  of  transport  and 
of  the  disorganization  in  the  exchange  of  commodities,  and  if  we 
leave  out  of  consideration  the  measures  that  were  taken  by  the  Gov- 
ernment to  regulate  the  food  market,  there  is  no  means  of  explain- 
ing the  rise  in  the  prices  of  certain  commodities  and  the  rate  at 
which  the  prices  of  certain  other  commodities  advanced  during  the 
first  two  years  of  the  War.  In  what  manner  could  the  issue  of  paper 
money  affect  prices?  Either  by  increasing  the  demand  or  by  short- 
ening the  supply,  or  both  at  the  same  time.  It  could  affect  the  in- 
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crease  in  the  demand  because  it  increased  the  incomes  of  people  who 
produced  either  no  foodstuffs  or  an  insufficient  amount  of  food- 
stuffs. 

But  an  increase  in  the  demand  for  foodstuffs  miglit  be  caused  not 
only  by  the  increased  earnings,  but,  generally  speaking,  by  an  in- 
crease in  the  free  money  resources  of  the  nation,  for  example,  by  the 
elimination  of  expenditure  on  liquor.  At  this  point  of  our  discussion 
we  are  precluded  from  attributing  the  total  increase  of  the  demand 
solely  to  the  effects  of  inflation. 

In  what  way  could  the  increase  in  available  money  resources  exer- 
cise influence  upon  the  visible  consumption  demand.^  It  could  do 
this  either  b}^  stimulating  the  consumer  to  use  a  larger  amount  of 
foodstuffs  than  usual  without  accumulating  reserve  stocks,  that  is 
to  say,  merely  by  increasing  the  ordinary  consumption  demand,  or 
it  might  accomplish  the  same  thing  by  stimulating  the  desire  of  the 
consumer  to  store  up  as  much  as  possible  for  unusually  long  pe- 
riods ahead,  in  other  words,  b}'  causing  an  extraordinary  consump- 
tion demand. 

As  regards  the  ordinary  consumption  demand,  it  should  be  stated 
that  it  depends  not  only  upon  the  money  at  the  disposal  of  the  con- 
sumers, but  likewise  upon  the  nature  of  the  needs  and  the  extent  to 
which  these  needs  are  already  being  satisfied.  Therefore,  consider- 
ing the  slight  elasticity  of  the  need  for  foodstuffs  (of  course,  this 
elasticity  is  not  alike  for  all  commodities),  the  demand  for  food- 
stuffs cannot  increase  parallel  with  the  increase  in  available  mone- 
tary resources,  nor  can  it  be  curtailed  in  the  same  ratio  as  these  re- 
sources are  curtailed,  for  in  the  latter  event  the  consumer  does  not 
renounce  the,  use  of  foodstuffs,  but  of  some  other  commodities. 

We  have  already  seen  that  the  visible  ordinary  consumption  de- 
mand for  grain,  with  the  exception  of  the  demand  presented  by  the 
rural  population  in  consuming  territories,  could  not  have  increased 
to  any  large  extent,  while  a  heavier  demand  was  bound  to  arise  for 
sugar,  higher  grades  of  flour,  and  a  few  other  articles.  There  is  no 
necessity  to  repeat  here  the  argument.  We  have  seen,  furthermore, 
that  the  demand  of  the  army  was  also  unable  to  absorb  the  surplus 
of  a  number  of  food  products. 

Lastly,  the  extraordinary  consumption  demand  can  in  no  wise  be 
ascribed  to  the  increase  in  the  available  monetary  resources  of  the 
population.  It  is  true,  of  course,  that  these  resources  make  it  pos- 
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sible  for  an  extraordinary  demand  to  manifest  itself,  but  these  re- 
sources of  themselves  are  incapable  of  creating  such  a  demand.  It 
is  evidently  inconceivable  that  the  consumer  in  present-day  society 
should  cram  his  larder  with  food  supplies  for  months  and  months 
ahead  onl}'  because  his  monetary  resources  happen  to  be  larger.  The 
only  thing  that  may  induce  him  to  do  so  would  be  a  scarcity  of  food- 
stuffs and  increasing  prices.  Consequently,  it  is  some  other  factor  to 
which  we  must  attribute  the  scarcity  and  high  prices  of  foodstuffs. 

Can  this  scarcity  and  price  increase  be  exj^lained  by  the  effect  of 
inflation  upon  the  market  supj)ly  of  foodstuffs.''  As  a  matter  of 
fact,  the  issue  of  paper  currency,  by  affecting  the  money  resources 
at  the  disposal  of  the  producers,  could  result  in:  (1)  an  increase  in 
the  consumption  of  their  own  produce  by  the  producers  themselves, 
in  other  words,  an  increase  in  the  latent  demand,  which,  Avith  a  given 
volume  of  production,  would  tend  to  reduce  the  possible  supply,  and 
(2)  refusal  of  producers  to  sell. 

In  the  first  place  we  must  emphasize  the  fact  that  tlie  growth  of 
the  resources  of  the  producers  was  due  not  only  to  the  issue  of 
paper  money,  but  also  to  the  elimination  of  the  liquor  item  from 
their  expenditure,  so  that,  in  this  case  again,  we  cannot  ascribe  all 
the  causes  influencing  tlie  supply  (disregarding  the  question  of  the 
causes  influencing  production)  merely  to  inflation.  Furthermore,  in 
so  far  as  we  wish  to  explain  the  advance  of  prices  by  the  actions  of 
producers  under  the  influence  of  larger  money  resources,  we  must, 
at  least  at  the  starting  point  of  our  discussion,  disregard  that  in- 
crease in  money  resources  which  was  caused  by  the  advance  of 
prices,  or  which  was  indirectly  related  to  this  advance,  as,  for  in- 
stance, the  higher  wages  earned  by  rural  laborers.  This  leaves  the 
following  factors  to  explain  the  increase  in  cash  resources:  (1) 
elimination  of  expenditure  on  liquor;  (2)  services  of  horses  and 
conveyances;  and  (3)  government  allowances  to  soldiers'  families. 
It  is  only  the  last  two  factors  that  may  be  related  to  the  issue  of 
paper  currency.  However,  even  if  we  were  to  take  into  account  all 
the  money  resources  of  the  producers  we  could  not  ascribe  to  them 
a  decisive  influence  in  the  reduction  of  supply  and  the  movement  of 
prices. 

With  respect  to  the  latent  demand  of  the  producers  we  may  re- 
peat wliat  we  have  stated  already  with  respect  to  the  visible  ordinary 
consumption  demand,  namely,  that  it  depends  not  only  upon  the 
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amount  really  available,  but  likewise  upon  the  nature  of  the  wants 
in  question  and  upon  the  extent  to  which  they  are  normally  satis- 
fied. Of  course,  the  growth  of  freely  available  money  resources 
stimulated  and  increased  the  consumption  of  their  own  products 
among  the  peasantry,  since  it  lessened  the  need  of  selling  these 
products  at  the  expense  of  their  own  wants ;  at  the  same  time,  how- 
ever, certain  limits  were  placed  on  larger  consumption  by  the  na- 
ture of  the  wants.  Thus,  for  instance,  we  have  seen  that  the  rural 
population  was  not  able  to  consume  all  surpluses  of  grain  during 
the  first  two  years  of  the  War.  Accordingly,  if  we  take  into  account 
the  volume  of  production,  we  find  that  an  increase  in  the  latent  de- 
mand is  of  itself  insufficient  to  explain  the  rise  in  the  prices  of  many 
products,  nor  could  it  explain  the  rate  of  advance  in  the  prices  of 
all  products. 

It  may  be  suggested  that  the  growth  of  free  cash  resouixes  was 
responsible  for  the  refusal  to  sell  and  for  the  hoarding  of  supplies. 
The  increase  in  monetary  resources,  of  course,  made  such  tactics 
possible,  but  could  hardly  have  caused  them.  The  fact  is  that  the 
producer  requires  goods  from  the  outside.  If  he  grows  "rich"  it 
does  not  necessarily  mean  that  he  at  once  stojDS  selling  his  products 
and  begins  hoarding  them.  We  have  seen  how  the  peasants  at  the 
beginning  of  the  War  used  their  free  funds  to  buy  more  sugar, 
higher  grades  of  flour,  textiles,  and  other  articles.  If  the  required 
goods  are  available  in  the  market  the  producer  will  naturally  make 
an  effort  to  spend  his  money  for  the  purpose  of  enlarging  his  es- 
tablishment, buying  a  greater  amount  of  manufactured  goods,  and 
so  on.  It  will  thus  be  seen  that  it  is  scarcely  credible  that  the  pro- 
ducers should  have  lost  their  interest  in  selling  merely  because  they 
happened  to  find  their  financial  resources  suddenly  increased.  The 
reluctance  of  producers  to  sell  may  appear  either  as  one  of  the  re- 
sults of  an  advance  in  prices  or  as  due  to  the  influence  of  a  disor- 
ganized commodity  exchange.  The  former  is  the  very  thing  we  still 
have  to  explain,  while  we  deliberately  ignore  the  latter  in  our  exami- 
nation. Larger  funds  at  the  disposal  of  the  population  and,  con- 
sequently, the  issue  of  paper  currency  which  is  at  the  back  of  it, 
cannot  ex])lain  the  appearance  of  an  extraordinary  consumption 
demand,  nor  the  reluctance  of  producers  to  sell,  nor,  lastly,  the 
speculation  of  the  middlemen.  The  increase  in  the  monetary  re- 
sources and  the  issue  of  paper  money  which  is  the  foundation  of  it 
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can  only  up  to  a  certain  point  explain  the  increase  in  the  ordinary 
consumption  demand  and  the  decrease  in  the  potential  supply 
(through  the  medium  of  latent  demand). 

Therefore,  when  we  disregard  the  disorganization  of  transport 
and  commodity  exchange  as  well  as  the  various  government  meas- 
ures, and  when  we  consider  only  the  issue  of  paper  currency,  we 
arrive  at  the  conclusion  that  prices  should  have  been  dictated  by  the 
ratio  between  ordinary  consumption  demand  and  potential  supply 
and,  moreover,  that  as  a  result  of  the  issue  of  paper  currency,  the 
ordinary  consumption  demand  should  have  somewhat  increased, 
while  the  latter  should  have  somewhat  decreased,  as  compared  with 
the  situation  that  would  have  existed  had  there  been  no  inflation. 

In  the  preceding  pages  we  have  studied  the  growth  of  ordinary 
consumption  demand  and  the  decrease  of  potential  supply  as  a  re- 
sult of  an  increased  latent  demand,  and,  in  so  doing,  we  have  con- 
sidered not  only  the  increase  in  the  monetary  resources  of  the  popu- 
lation due  to  the  issue  of  paper  currency ;  but  also  that  due  to  pro- 
hibition of  liquor ;  yet  we  are  still  unable  to  explain  on  these  grounds 
alone  the  advance  in  the  price  of  many  articles  during  the  first  two 
years  of  the  War,  nor  are  we  able  to  explain  the  rate  of  increase  in 
the  prices  of  all  commodities  on  the  basis  of  the  ratio  between  poten- 
tial supply  and  ordinary  consumption  demand.  Wherever  such  an 
increase  could  be  explained  in  some  measure  by  this  ratio,  there  ap- 
peared the  reluctance  of  producers  to  sell,  together  with  the  extraor- 
dinary demand  of  the  consumers  and  the  speculation  of  middlemen. 
In  reality,  all  these  phenomena  occurred  in  the  case  of  all  commodi- 
ties, including  even  those  obviously  plentiful.  It  follows,  therefore, 
that  not  everything  can  be  explained  by  inflation,  although  it  is  pos- 
sible to  say  that  after  the  issue  of  paper  money  prices  must  have 
stood  a  little  higher  than  they  would  have  stood  if  there  had  been  no 
inflation.  At  the  same  time  it  is  incontestably  true  that,  compared 
with  prices  before  the  War,  the  prices  of  many  products  would  have 
declined  had  no  other  factors  been  at  work  simultaneously  with  the 
issue  of  paper  currency.  As  soon  as  we  take  into  account  the  dis- 
organization of  transport,  the  whole  situation  changes  radically. 

Inflation  Operating  in  Combination  with  Other  Factors. 

We  are  acquainted  with  the  phenomena  that  occurred  in  the  con- 
sumption market  under  the  influence  of  the  disorganization  of  trans- 
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port.  We  know  that  the  reduction  of  supply  drove  prices  upward 
and  forced  the  public  to  spend  a  larger  share  of  its  available  cash 
resources  on  foodstuffs.  Those  groups  of  the  population  whose  re- 
sources did  not  increase  sufficiently  were  forced  to  reduce  their  ])ur- 
chases  of  other  commodities  and  to  strive  somehow  to  augment  their 
incomes.  This  resulted  either  in  a  redistribution  of  incomes  already 
being  earned  (for  instance,  as  between  employers  and  employees), 
or  in  the  creation  of  such  incomes  by  the  issue  of  paper  currency 
(for  instance,  increases  of  the  salaries  of  government  employees, 
pay  of  army  officers  and  others).  Those  classes  of  the  population 
which  found  themselves  with  abundant  funds  at  their  disposal, 
thanks  to  government  contracts  and  similar  business,  now  began  to 
present  an  extraordinary  demand;  and  so  on. 

What  was  at  the  root  of  the  increase  of  prices  in  the  consumption 
market  It  was  the  combined  effect  of  disorganized  transport,  of  in- 
flation, and  of  the  elimination  of  the  expenditure  on  liquor.  After 
all  that  has  been  said  above,  we  think  it  unnecessary  to  develop  this 
statement  further.  As  we  know,  the  rise  in  prices  in  the  consumption 
markets  created  a  peculiar  situation  in  the  production  markets  and 
this  situation  alone  justified  speculators  in  investing  in  the  pur- 
chase of  additional  commodities  and  in  making  use  of  banking  sup- 
port, for  this  purpose.  Loans  were  facilitated  by  the  increase  of  the 
deposits  due  to  inflation.  The  rise  in  prices  led  the  producers,  who 
have  greatly  increased  their  resources,  to  refrain  from  selling,  and 
stimulated  further  issues  of  paper  money  by  the  Government. 

Once  the  general  level  of  prices  has  risen,  the  whole  cycle  may 
repeat  itself  again  and  again.  In  this  process  of  the  advance  of 
price,  the  disorganization  of  transport  is  the  fundamental  factor, 
but  it  produces  its  effect  only  when  combined  with  those  possibilities 
which  are  opened  by  inflation  and  other  factors.  It  is  interesting  to 
note  that  the  issue  of  paper  money  may  act  (through  the  increased 
earnings  of  the  population)  as  a  factor  quite  independent  of  the 
disorganization  of  transport,  merely  making  it  possible  for  this  dis- 
organization to  affect  prices  more  deeply,  and,  again,  as  a  factor 
resulting  from  the  disorganization  of  transport  and  tending  to  em- 
phasize the  effects  of  the  latter  in  the  rise  of  prices.  In  other  words, 
inflation  may  sometimes  act  as  an  independent  and  active  element, 
and  sometimes  as  a  resultant  and  passive  element  in  the  movement 
of  prices. 
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After  what  has  been  said  here,  we  need  hardly  dwell  upon  the 
effect  produced  upon  the  machinery  of  prices  by  that  phenomenon 
which  we  have  ah'eady  recognized  to  be  almost  the  strongest  factor 
making  for  the  advance  of  prices  in  the  food  market,  namely,  the 
disorganization  of  commodity  exchange.  By  reducing  the  supply  of 
foodstuffs  in  the  market  and  undermining  the  power  of  money,  this 
disorganization  aggravated  the  condition  of  the  consumer,  encour- 
aged speculation  and  profiteering,  and  brought  about  a  rise  in 
prices.  In  part  this  was  due  to  the  issue  of  paper  currency  and  the 
increased  money  resources  of  the  public,  but  at  the  same  time  it 
caused  still  further  increases  in  the  issue  of  paper  money,  and  this 
naturally  tended  to  put  still  more  money  into  the  hands  of  the  pub- 
lic, and  so  on  ad  infinitum. 


CHAPTER  XII 


EFFECT  OF  EMBARGOES  UPON  THE  MARKET 
IN  FOODSTUFFS^ 

First  Measures. 

We  must  consider  now  the  effect  upon  the  market  in  foodstuffs  of 
the  measures  which  were  taken  during  the  initial  period  of  the  food 
suppl}^  pohcy.  They  cannot  be  described  as  a  regulation  of  the 
market;  they  were  rather  intended  to  secure  an  immediate  supply 
of  foodstuffs  for  the  army.  The  principal  means  to  assure  their 
success  was  an  embargo  on  the  dispatch  of  foodstuffs  from  those  re- 
gions where  the  Government  purchased  supplies  for  the  army.  The 
fundamental  reason  for  such  an  embargo  will  be  found  to  be  the 
desire  to  remove  competitors  in  the  purchases  of  supplies.  It  thus 
becomes  our  next  concern  to  find  out  what  would  be  the  conse- 
quences of  such  an  embargo.  Without  going  into  any  details,  we 
may  say  that  during  the  first  half  of  1915  an  embargo  was  estab- 
lished in  practically  all  the  producing  territories  and  that  it  some- 
times extended  to  purchases  of  food  products.  At  first,  the  pur- 
chasing operations  progressed  quite  successfully,  although  a  very 
serious  disorganization  of  the  market  made  itself  increasingly  evi- 
dent. 

What  does  an  embargo  mean  in  a  country  where  the  several  sec- 
tions, or  territories,  are  closely  connected  in  trade.''  It  means  a  rup- 
ture of  these  connections  and  may  be  compared  (at  least  for  any 
given  commodity)  to  a  disorganization  or,  rather,  a  complete 
paralysis,  of  transport.  This  will  make  it  easy  to  understand  the 
consequences  of  the  freight  embargo,  especially  when  we  consider 
that  it  always  covered  entire  administrative  divisions  of  the  countr}', 
that  is  to  say,  entire  provinces  {gtihcrnya)  and  districts  (uezd). 
Economic  boundaries,  however,  do  not  always  coincide  with  ad- 
ministrative divisions. 

An  embargo  may  have  serious  effects  upon  the  production  of  a 
particular  commodity,  though  in  different  ways.  Of  vital  impor- 

^  The  term  embargo  is  used  here  in  a  restricted  sense,  meaning  the  pro- 
hibition of  removal  of  goods  from  one  part  of  Russia  to  another. 
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tance  in  this  connection  is  the  question  whether  the  particular  com- 
modity with  which  we  are  concerned  is  a  manufactured  product  or  a 
raw  material. 

Probable  Effect  of  Embargoes  on  Production. 

If  it  is  a  manufactured  product,  another  question  arises,  namely, 
whether  it  is  made  from  local  raw  material  or  not.  Lastly,  a  great 
deal  of  importance  must  be  attached  to  a  few  other  considerations, 
but  particularly  to  the  question  whether  the  process  of  production 
is  continuous  or  seasonal,  and  whether  it  is  carried  on  largely  in  es- 
tablishments of  the  so-called  "consumptive"  type,  which  bring  to  the 
market  only  the  surplus  of  their  output,  or  in  establishments  of  the 
so-called  "entrepreneur"  type,  depending  entirely  upon  the  market. 

When  production  is  of  a  seasonal  character,  an  embargo  cannot 
always  affect  its  output;  it  is  obvious  that  no  embargo  could  destroy 
goods  already  produced  by  the  time  the  season  ends.  If,  however, 
pi'oduction  is  of  a  continuous  character,  it  may  be  subjected  to  the 
influence  of  the  embargo,  but  this,  again,  not  uniformly.  An  em- 
bargo may  affect  most  seriously  establishments  of  the  entrepreneur 
type  working  for  the  larger  markets,  and  this  especially  when  it 
closes  the  max'kets  of  disposal.  Large  enterprises,  such  as  flour-mills, 
are  in  this  case  deprived  of  the  opportunity  of  selling  their  goods; 
their  warehouses  become  congested  and  the  result  is  a  paralysis  of 
production.  But  there  is  also  another  way  in  which  an  embargo  may 
arrest  production,  namely,  when  it  stops  tlie  carriage  of  raw  mate- 
rial. This,  of  course,  happens  only  when  a  certain  product  repre- 
sents the  result  of  conversion  from  some  other  product,  and  the 
latter  is  not  of  local  origin. 

An  embargo,  as  we  see,  may  affect  especially  those  manufacturing 
industries  which  are  of  a  continuous  character,  organized  on  an 
entrepreneur  basis,  and  dependent  exclusively  upon  the  market.  For 
such  industries  an  embargo  which  deprives  them  of  their  market  has 
far  greater  importance,  since,  regardless  of  whether  the  raw  mate- 
rial is  of  local  or  outside  origin,  there  is  in  either  case  a  paralysis 
of  production.  On  the  other  hand,  an  embargo  which  stops  the  im- 
jiortation  of  raw  materials  will  seriously  affect  only  those  enterprises 
whicli  are  using  such  raw  material.  There  are,  therefore,  two  ways 
in  which  the  production  of  a  commodity  may  suffer  from  embargoes: 
(1)  by  the  dislocation  of  certain  production  and  consumption  mar- 
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kets;  (2)  by  the  dislocation  of  producing  regions  and  territories 
which  furnish  them  with  raw  materials.  In  one  set  of  producing  ter- 
ritories there  will  then  be  a  curtailment  of  production  for  the  reason 
that  there  will  be  no  place  where  to  sell,  while  in  another  set  it  will 
be  because  of  the  lack  of  raw  materials.  Such  is  the  possible  influ- 
ence of  a  freight  embargo  on  production. 

Effect  of  Embargoes  upon  Consumption  Markets. 

Equally  serious  are  the  consequences  of  an  embargo  for  the  con- 
sumption market.  The  sujjply  of  the  consuming  regions  may  be 
affected  by  an  embargo  in  two  ways.  In  the  first  place,  by  bringing 
about,  directly,  a  disruption  of  producing  and  consuming  areas  for 
the  article  in  question.  This  of  itself  ah'ead}'  means  a  catastrophe  for 
the  consumption  market,  regardless  of  whether  output  in  the  pro- 
ducing territory  suffered  from  it  or  not  (and,  as  we  have  seen,  it  has 
not  necessarily  suffered).  Essentially,  the  question  of  production 
became  immaterial  in  so  far  as  the  consuming  regions  were  con- 
cerned, at  the  moment  when  their  connection  with  the  producing 
regions  was  broken,  since  it  was  the  embargo  that  was  the  immediate 
cause  of  the  supply  difficulties.  In  the  second  place,  an  embargo  may 
affect  the  supply  of  the  consuming  regions  by  influencing  produc- 
tion in  the  producing  regions,  even  though  the  connection  between 
the  two  regions  may  be  preserved.  In  this  instance,  the  embargo 
will  not  enter  as  a  wedge  between  the  producing  and  consuming 
areas  for  the  given  commodity,  but  merely  cut  off  the  producing  re- 
gion from  its  source  of  raw  materials.  In  this  case  it  will  be  the  ar- 
rest of  production  in  those  regions  which  still  retain  their  connec- 
tion with  the  consumption  markets  that  will  be  the  immediate  cause 
of  the  supply  difficulties  experienced  by  the  consuming  regions.  In 
other  words,  an  embargo  does  not  in  this  case  affect  supply  directly, 
by  breaking  the  connection  between  production  and  consumption 
markets,  but  indirectly,  through  the  medium  of  a  disorganization 
of  production. 

In  either  case  the  situation  becomes  critical  in  the  consumption 
markets.  The  falling  off  in  the  receipts  of  this  or  that  particular 
commodity  brings  about  a  number  of  phenomena  with  which  we  are 
already  familiar  from  our  study  of  transport  disorganization.  To 
begin  with,  the  public  hastens  to  buy  reserve  supplies  and  gets  the 
habit  of  hoarding.  If  this  habit  has  not  been  formed  under  the  in- 
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fluence  of  the  disorganization  of  transport,  it  may  be  formed  under 
the  influence  of  embargoes.  Again,  if  it  has  existed  before,  the 
chances  are  that  it  will  now  be  strengthened  and  extended.  It  goes 
without  saying  that  the  merchants  reckon  with  all  this  and  hold 
back  supplies.  Prices  continue  to  rise  and  no  price  regulation,  espe- 
cially if  it  is  only  local,  can  withstand  the  pressure  of  the  panic- 
stricken  consumer  and  of  the  merchant  who  has  lost  all  sense  of 
moderation.  The  policy  of  embargoes  is  a  good  method  of  incul- 
cating disregard  of  price  regulation. 

In  the  end,  as  long  as  embargoes  are  in  operation,  supplies  in  the 
consumption  markets  will  gradually  disappear.  In  a  country  with 
a  disorganized  s^^stem  of  transport  this  signifies  either  complete  or 
almost  complete  exhaustion  of  supplies  in  the  consumption  mar- 
kets, since  there  is  no  longer  any  hope  of  replenishing  the  loss 
even  after  the  embargo  has  been  removed.  In  this  way  the  supply  of 
the  consumption  market  becomes  prematurely  dependent  upon  cur- 
rent deliveries,  and  sensitive  to  the  slightest  irregularity  in  trans- 
port. No  doubt,  the  same  result  would  in  any  case  inevitably  follow 
so  long  as  transport  is  disorganized,  but  it  would  manifest  itself 
much  later.  The  exhaustion  of  the  stocks  of  certain  commodities  in 
the  consumption  markets  encourages  competition  among  them. 

Still  more  interesting  is  the  fact  that  consuming  regions  were 
themselves  occasionally  inclined  to  impose  embargoes  on  the  move- 
ment of  freight  from  one  section  to  another.  It  appears  that  not 
all  consuming  provinces  and  localities  were  equally  affected  by  the 
embargoes  in  the  producing  regions,  since  some  of  them  had  more 
supplies  than  others.  In  those  regions  which  had  a  particularly  in- 
adequate supply,  the  level  of  prices  rose  highest,  with  the  result  that 
commodities  began  to  be  brought  in  from  other  more  favorably 
situated  consuming  regions.  There  is  nothing  strange  in  the  fact 
that  the  latter  should  attempt  to  impose  embargoes  on  the  dispatch 
of  this  or  that  particularly  threatened  commodity  from  their  terri- 
tory. 

It  must  be  admitted,  however,  that  a  tendency  existed  during  the 
War  in  the  consuming  regions  to  establish  embargoes  as  soon  as  it 
was  noticed  that  some  commodity  which  was  not  sufficiently  abun- 
dant began  to  be  drained  away  by  a  neighboring  region.  As  long  as 
the  carriage  of  freight  is  unrestricted,  this  tendency  cannot  operate; 
but  as  soon  as  the  establishment  of  an  embargo  in  pi-oducing  regions 
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leaves  the  consuming  regions  to  their  own  fate,  this  tendency  must 
naturally  begin  to  assert  itself. 

It  goes  without  saying  that  all  the  consuming  regions,  regardless 
of  the  means  they  may  have  employed  in  their  mutual  competition, 
were  agreed  on  one  thing:  a  demand  that  embargoes  should  be  re- 
moved in  the  producing  regions.  To  conclude  the  question  of  the 
possible  consequences  of  embargoes,  we  will  say  that  they  tend  to 
transform  some  producing  regions  into  consuming  regions.  This 
may  take  place  in  either  of  the  following  two  ways:  (1)  by  de- 
stroying production,  for  example,  when  deliveries  of  raw  materials 
are  stopped ;  if  some  flour-mills  should  be  forced  to  cease  producing 
for  lack  of  grain,  it  is  obvious  that  flour  will  have  to  be  brought  in 
from  other  places;  (2)  by  the  exhaustion  of  supply  in  those  pro- 
ducing regions  from  which  the  dispatch  of  the  commodity  is  still 
permitted. 

The  preceding  exposition  should  help  one  to  understand  the  man- 
ner in  which  embargoes  may  affect  the  machinery  as  well  as  the  level 
of  prices.  At  first,  an  embargo  undoubtedly  exerts  a  powerful  in- 
fluence upon  the  volume  of  goods  ofl^ered  and  upon  prices  in  those 
production  markets  around  which  the  barriers  of  the  embargo  are 
raised.  If  speculation  is  rampant  in  these  markets  and  large  stocks 
of  goods  are  in  the  hands  of  the  speculative  buyers,  the  disruption 
of  connections  with  the  consumption  market  is  bound  to  have  a  dis- 
couraging effect  on  the  attitude  of  the  holders  of  supplies,  espe- 
cially when  there  is  at  the  same  time  a  threat  of  requisition.  In  any 
case,  even  if  the  speculators  do  not  throw  upon  the  market  their 
stocks  of  supplies,  they  lose  the  desire  to  make  additional  purchases, 
and  this  means  that  the  producers  will  find  it  more  difficult  to  find 
purchasers,  and  then  prices  will  drop.  Of  this  situation  the  Govern- 
ment takes  advantages  to  make  its  own  purchases.  Of  course,  the 
extent  of  the  latter  has  a  decisive  influence  on  the  further  movement 
of  prices,  but  nevertheless  their  level  is  bound  to  remain  below  that 
which  would  have  existed  if  there  had  been  no  embargo.  This  propo- 
sition, however,  holds  true  only  so  long  as  the  embargo  does  not 
cause  on  the  other  side  of  the  barrier  such  phenomena  as  will  make 
the  lifting  of  the  embargo  very  probable.  If  no  such  likelihood 
exists,  a  market  which  is  thus  surrounded  by  embargo  barriers  drops 
out,  as  it  were,  from  the  general  machinery  of  trade  of  the  nation 
and  becomes  subject  to  the  influence  of  local  conditions  only. 
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Altogether  different  was  the  situation  which  was  observed  in  the 
spring  of  1915  at  the  height  of  the  embargo  j^ractice.  This  system 
could  not  be  maintained  for  any  great  length  of  time,  since  it  af- 
fected articles  of  prime  necessity,  such  as  gi-ain,  flour,  grits,  meat, 
etc.  So  intense  were  the  sufferings  of  the  public  in  the  consuming 
territories  that  the  raising  of  the  embargoes  became  imperative  and 
was  confidently  expected.  It  is  obvious  that  in  the  circumstances  the 
spirit  of  s2:)eculation  was  bound  to  be  revived  in  the  production  mar- 
ket surrounded  by  the  barriers  of  the  embargo.  First  of  all,  the 
speculators  may  buy  grain,  but  leave  it  in  the  hands  of  the  pro- 
ducers for  the  time  being,  so  as  to  attract  less  attention.  Then,  the 
representatives  of  the  consuming  territories  will  reappear  on  the 
scene,  trying  to  obtain  in  advance  the  necessary  provisions  on  the 
spot;  lastly,  the  government  organs  would  hardly  be  willing  to  lay 
hands  on  supplies  destined  for  the  needs  of  the  manufacturing  prov- 
inces, the  more  so  as  the  removal  of  the  embargo  is  already  being 
considered. 

We  may  go  even  further  and  say  that  an  extensive  use  of  em- 
bargoes is  capable  of  encouraging  speculation  on  an  unprecedented 
scale,  since  it  will  contribute  to  a  sharp  divergence  of  prices  in  the 
production  and  consumption  markets  during  the  initial  period.  This 
price  difference,  taken  in  conjunction  with  the  expected  removal  of 
the  embargo,  may  become  so  attractive  that  the  buying  up  will  be 
encouraged,  even  at  the  risk  of  losing  a  portion  of  such  supplies  by 
a  requisition  at  fixed  prices,  if  these  are  in  existence.  Another  fact 
worth  noting  is  that  the  rise  of  prices  in  those  areas  of  production 
from  which  dispatches  are  still  possible  is  bound  to  be  noticed  by 
the  peasants  in  the  adjoining  production  areas  from  which  dis- 
patches are  prohibited,  and  the  result  will  be  that  these  peasants 
will  refuse  to  sell,  in  other  words,  there  will  be  a  shrinkage  in  the 
market  supply.  This  tendency  may  be  transmitted  also  in  other  di- 
rections. The  consequence  of  all  these  processes  will  be  that  prices, 
notwithstanding  the  embargo,  will  rise  in  all  the  production  mar- 
kets, although  perhaps  not  quite  so  high  as  in  the  consumption  mar- 
kets. 

Embargoes  in  the  Spring  of  1915. 

As  regards  the  practical  consequences  of  the  embargoes  in  the 
spring  of  1915,  we  must  point  out,  in  the  first  place,  the  short  dura- 
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tion  of  these  embargoes.  Those  which  were  obviously  absurd  were 
removed  ahnost  at  once,  while  others  were  maintained  for  a  month 
or  two,  and  only  the  embargo  on  oats  (the  collection  of  which  was 
particularly  difficult)  was  continued  until  June  17,  1915.  This  fact 
alone  was  enough  to  make  it  impossible  for  all  the  otherwise  prob- 
able consequences  of  the  embargo  to  become  apparent.  Still,  there 
are  two  factors  that  admit  of  no  doubt:  (1)  the  embargoes  produced 
a  marked  disparity  of  prices  as  between  consumption  and  produc- 
tion markets;  (2)  they  raised  the  level  of  prices  also  in  all  the  pro- 
duction markets  (in  some  of  them  this  happened  even  prior  to  the 
raising  of  the  embargoes  and  in  others  immediately  afterward),  and 
this  to  such  an  extent  as  could  not  even  have  been  imagined  and 
would  never  have  been  reached  if  prices  in  the  consumption  markets 
had  not  been  driven  up  to  such  unprecedented  levels ;  the  only  ex- 
ceptions were  the  remote  markets,  as,  for  instance,  in  Siberia. 
Hence,  if  the  disparity  between  prices  in  production  and  consump- 
tion markets  was  increased,  it  was  not  because  prices  were  declining 
in  the  producing  regions,  but  because  prices  in  the  consuming  re- 
gions were  advancing  moi'e  rapidly  than  in  the  producing  regions. 
Let  us  try  to  demonstrate  this. 

It  will  be  more  convenient  to  illustrate  this  view  by  the  example 
of  the  movement  of  local  grain  prices,  that  is,  not  the  produce-ex- 
change quotations,  since  we  are  in  possession  of  the  proper  data  of 
the  Ministry  of  Agriculture  for  all  provinces.  The  following  table 
will  give  us  a  fair  idea  of  the  rise  in  prices  between  the  autunm  of 
1914  and  the  spring  of  1915. 

TABLE  55 

INCREASE  IN  PRICES  OF  GRAIN  IN  THE  SPRING,  1915,  AS 
COMPARED  WITH  THOSE  OF  THE  AUTUMN,  1914 


Winter 

Spring 

Regions 

Bye 

wheat 

wheat 

Oats 

Barley 

{•percentage 

Black-earth  belt 

40.0 

40.5 

45.1 

45.6 

41.3 

Less  fertile  regions 

44.8 

58.7 

52.0 

56.7 

51.3 

Caucasus 

47.5 

38.9 

38.3 

34.8 

39.4 

Siberia  and  central  Asia 

18.6 

37.6 

48.6 

42.6 

41.0 

With  the  exception  of  rye,  the  prices  of  which  rose  highest  in  the 
Caucasus  (this  is  a  consuming  area  for  rye),  the  regions  outside 
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the  black-earth  belt  which,  upon  the  whole,  are  consuming  regions, 
rank  first  in  the  rate  at  which  the  price  of  all  grains  advanced.  How- 
ever, all  other  regions  likewise  show  a  strong  upward  trend  of  prices 
and  we  are  not  in  a  position  to  say  that  any  one  of  them  really 
dropped  out  of  the  general  market  machinery  of  the  nation. 

It  is  impossible,  however,  to  assert  on  the  basis  of  this  table  alone 
that  the  wholesale  embargoes  in  the  spring  of  1915  were  responsible 
for  the  heavy  advance  of  grain  prices.  As  a  matter  of  fact,  there 
are  a  few  more  questions  that  suggest  themselves  in  this  connection : 
(1)  Was  not  the  price  increase  observed  in  the  spring  of  1915  due 
to  a  seasonal  fluctuation  of  prices  ?  It  is  a  fact  that  the  Russian  mar- 
ket in  foodstuffs  regularly  shows  higher  prices  in  the  spring  than  in 
the  autumn;  at  any  rate,  this  was  the  immutable  law  of  Russian 
economic  life  prior  to  the  War;  (2)  Was  not  the  price  increase 
in  the  spring  of  1915  the  result  of  disorganized  transport,  which 
had  grown  worse  since  the  autumn  of  the  preceding  year.^"  (3)  Was 
it  perhaps  a  result  of  prices  reaching  their  normal  level,  following 
the  abnormal  decline  observed  in  the  autumn  of  1914  in  connection 
with  the  closing  of  the  foreign  market,  etc..'' 

All  these  questions  must  be  answered  in  the  negative.  Let  us  con- 
sider, first,  questions  one  and  three.  In  Table  56  the  reader  will  find 
data  on  the  seasonal  fluctuation  of  prices.  Had  it  been  possible  to 
attribute  the  increase  in  the  price  of  grain  during  the  spring  of 
1915  to  mere  seasonal  fluctuation,  this  increase  would  generally 
have  kept  within  the  usual  margin.  It  may  easily  be  seen  from 
Table  56  that  we  are  confronted  with  a  peculiar  phenomenon  in 
1914—1915,  which  we  cannot  explain  by  mere  seasonal  variation  of 
prices.  Whereas  grain  ordinarily  rose  only  a  few  copecks  per  pud 
in  the  spring  (4  to  17),  we  now  observe  a  most  abnormal  rise, 
namely,  24  to  90  copecks.  This  is  the  more  surprising,  since  we  can- 
not possibly  speak  of  any  appreciable  crop  failure  in  1914,  when 
the  harvest  was  close  to  the  average  and  amply  covered  all  require- 
ments, not  to  mention  the  complete  stoppage  of  exports  abroad. 

This  brings  us  to  the  third  question,  namely,  was  not  the  rate  of 
price  advance  in  the  spring  of  1915  a  result  of  the  recovery  of  the 
prices  of  1914  after  their  decline  in  the  autumn  of  1914  under  the 
influence  of  the  outbreak  of  the  War  and  the  closing  of  foreign 
markets?  The  answer  is,  of  course,  that  there  certainly  was  some 
drop  in  prices  in  the  autumn  of  1914.  This,  however,  was  very  soon 
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followed  by  a  rise  (the  prices  of  rye  and  oats  did  not  drop  at  all, 
but,  on  the  contrary,  kept  rising  steadily).  In  other  words,  the  high 
rate  of  increase  in  prices  during  the  spring  of  1915  is  to  be  ex- 
plained, not  by  the  fact  that  we  took  the  abnormally  low  prices  of 
1914  as  a  starting  point  for  our  comparisons,  but  by  the  fact  that 
in  the  spring  of  1915  prices  had  mounted  to  an  abnormally  high 
level.  The  proof  will  be  found  in  Table  57. 

TABLE  57 

AUTUMN  PRICES  OF  SEPARATE  GRAINS  IN  1909-1913 

AND  IN  1914 

Autumn  prices 

Autumn  prices  of  Autumn  prices    Autumn  prices 


of 

rye 

winter  wheat 

0 

/  oats 

of  barley 

1909- 

1909- 

1909- 

1909- 

Regions 

1913 

1914 

1913 

1914 

1913 

1914 

1913 

1914 

(in  copecks  per  pud) 

Black-earth  belt 

74 

80 

99 

101 

65 

81 

68 

75 

Less  fertile  regions 

95 

107 

109 

126 

73 

104 

87 

109 

Caucasus 

81 

82 

111 

113 

63 

66 

71 

76 

Siberia  and  central 

Asia 

85 

59 

100 

85 

71 

54 

68 

56 

As  we  see,  with  the  exception  of  central  Asia  and  Siberia,  the 
autumn  prices  of  1914  were  even  higher  than  the  normal  autumn 
prices  for  a  number  of  years  previous  to  the  War,  particularly  so 
in  regions  outside  the  black-earth  belt. 

This  still  leaves  the  last  question  to  be  answered :  was  it  the  dis- 
organization of  transport  that  played  the  most  important  part  in 
the  rise  of  grain  prices  during  the  spring  of  1915?  Here  again,  we 
are  unable  to  give  an  affirmative  answer  because  in  the  first  half  of 
1915  the  conditions  of  transport  have  improved  as  compared  with 
the  autumn  of  1914.  We  are  therefore  driven  to  the  conclusion  that 
the  extraordinary  rise  in  grain  prices  in  the  spring  of  1915  can  be 
explained  only  by  the  misguided  policy  of  extensive  embargoes.  By 
purely  theoretical  reasoning  we  might  reach  the  same  conclusion, 
which  is  in  agreement  with  the  known  facts. 

Prices  in  Consumption  and  Production  Markets. 

It  now  remains  to  examine  the  question  of  price  disparity  as  be- 
tween consumption  and  production  markets.  This  disparity,  as  al- 
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ready  stated,  was  bound  to  arise,  because  of  the  more  rapid  increase 
in  prices  in  the  consumption  markets.  It  constitutes  that  factor 
which  was  responsible  for  the  speculation  in  the  production  markets, 
forcing  their  j^rices  closer  to  prices  in  the  consumption  markets. 

To  obtain  a  complete  picture  of  these  price  divergences,  we  must 
turn  from  a  study  of  index  numbers  to  actual  figures  of  prices.^  In 
sending  rye  from  central  agricultural  regions,  the  merchant  was 
able  not  only  to  cover  all  his  expenses  and  make  profits  such  as  he 
made  in  the  autumn  of  1914,  but  even  more,  thanks  to  the  new 
disparity  between  prices  in  consuming  and  producing  regions ;  these 
profits,  in  the  central  agricultural  region,  were  from  4.6  to  20.3 
per  cent  of  the  local  purchase  prices  during  the  spring  of  1915, 
according  to  the  consumption  market  to  which  he  was  dispatching. 
The  greatest  amount  of  excess  profits*  could  be  obtained  by  sending 
rye  from  the  central  agricultural  region  to  the  Lakes  region,  that 
is,  the  provinces  of  Petrograd,  Pskov,  Olonets,  and  Novgorod. 

When  we  consider  a  more  distant  and  cheaper  rye-exporting  area, 
such  as  the  region  of  the  Lower  Volga,  we  find  that  the  excess  profit, 
expressed  in  terms  of  percentages  of  local  prices  in  1915,  varied 
from  19.7  to  40.6  per  cent.  The  greatest  excess  profit  was  realized 
by  dispatching  rye  from  the  Lower  Volga  to  the  Lakes  region  (40.6 
per  cent). 

Finally,  when  we  consider  consignments  from  Ukraine  to  the 
consuming  regions,  we  arrive  at  an  excess  profit  of  12.1  to  29.5  per 
cent  as  compared  with  the  prices  that  prevailed  in  Ukraine  in  the 
spring  of  1915.  The  largest  amount  of  excess  pi-ofits  will  here  again 
appear  to  have  been  realized  on  consignments  to  the  Lakes  region. 

Do  we  find  a  similar  situation  when  we  consider  the  movement  of 

^  Data  of  the  Ministry  of  Agriculture. 

*  The  term  excess  profits  is  used  here  in  a  restricted  sense  and  the  figures 
of  such  profits  are  arrived  at  by  the  following  method.  For  each  separate 
grain  the  most  important  consuming  regions  are  selected  and  the  difference 
in  prices,  which  would  be  observed  if  each  of  these  regions  had  received  the 
respective  grain  from  a  specified  producing  region,  is  computed.  These  com- 
putations are  carried  out  separately  for  the  autumn  of  1914  and  the  spring 
of  1915.  Then  the  difference  for  1914  is  subtracted  from  the  difference  for 
1915  and  the  result  is  called  excess  profits  because  it  is  due  exclusively  to 
the  disparity  of  prices  in  consumption  and  production  markets.  These  excess 
profits  are  expressed  in  terms  of  percentages  of  prices  for  those  production 
markets  from  which,  it  is  assumed,  grain  had  been  sent  to  all  consumption 
markets. 
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produce-exchange  quotations?  Generally  speaking,  we  do.  But  then 
we  must  also  remember  that  such  quotations  fluctuate  far  more  than 
the  so-called  local  prices,  and  the  result  is  that  conditions  vary 
greatly  in  each  instance.  Still,  there  can  be  no  doubt  as  to  the  gen- 
eral increases  in  grain  prices  in  most  of  the  markets  from  Septem- 
ber, 1914,  to  May,  1915.  Nor  can  there  be  any  doubt  that  in  most 
cases  prices  in  the  consumption  markets  advanced  more  rapidly  than 
in  the  production  markets,  thus  causing  a  wider  disparity  between 
those  two  sets  of  prices. 

Speaking  generally,  embargoes  did  not  destroy  the  unity  of  the 
process  by  which  prices  are  determined.  But  in  so  far  as  embargoes 
tended  to  disrupt  the  connection  between  production  and  consump- 
tion markets,  thereby  contributing  to  the  rise  of  prices  in  the  con- 
sumption markets,  they  were  bound  to  cause  an  increase  in  price 
differences  between  the  two  sets  of  markets.  This  also  resulted  in 
some  increase  in  prices  in  the  production  markets,  and  where  the 
government  purchasing  operations  were  largely  concentrated  the 
increase  in  the  competitive  market  prices  might  even  outdistance 
the  increase  in  the  prices  prevailing  in  the  consumption  market.  In 
the  end,  a  higher  price  level  was  established  in  both  production  and 
consumption  markets.  It  is  quite  certain  that  a  much  lower  price 
level  would  have  prevailed  in  the  spring  of  1915  had  it  not  been  for 
the  policy  of  embargoes. 

The  practice  of  embargoes  explains  to  us  some  peculiarities  in 
the  movement  of  food  prices,  if  we  take  into  account  that  this  prac- 
tice during  the  first  half  of  1915  affected  primarily  grain  products. 

Certain  Aspects  of  the  Movement  of  Prices  Explained 

by  Embargoes. 

The  extraordinary  increase  in  grain  prices  during  the  first  half 
of  1915  is  obviously  related  to  the  embargoes.  More  than  that,  the 
embargoes  afford  an  easy  explanation  of  the  fact  that  during  the 
first  half  of  1915  grain  rose  in  price  more  rapidly  than  flour  in  all 
markets,  without  any  exception,  and  that  millers  were  complaining 
of  a  glut  in  the  flour  market ;  at  the  same  time  we  can  see  also  more 
clearly  why  grain  followed  immediately  behind  salt  in  the  rate  at 
which  prices  advanced.  For  the  millers  continued  to  purchase  grain 
from  the  local  market  against  the  time  when  the  embargo  on  the  ex- 
portation of  flour  should  be  raised. 


EFFECT  OF  EMBARGOES 


455 


However,  it  is  not  in  regard  to  cereals  alone  that  it  is  now  pos- 
sible to  throw  more  light  on  certain  peculiarities  in  the  movement 
of  prices.  We  can  see  also  the  reason  for  the  extraordinary  inci-ease 
in  the  price  of  butter  at  the  close  of  1915,  for  on  September  24!  of 
that  year  an  embargo  was  placed  upon  the  dispatch  of  butter  from 
Siberia  (at  first,  until  May  1,  1916,  and  then  for  a  longer  period), 
and  a  government  monopoly  of  purchases  was  introduced.  In  1916 
an  embargo  existed  also  for  some  time  on  the  dispatch  of  butter  from 
the  Baltic  provinces.  This  is  the  reason  why  exorbitant  prices  pre- 
vailed in  European  Russia  at  a  time  when  the  price  of  butter  had 
risen  comparatively  little  in  Siberia. 


CHAPTER  XIII 


THE  EFFECT  OF  PRICE  REGULATION  UPON 
THE  MARKET  IN  FOODSTUFFS 

Introductory  Remarks. 

Prices  in  the  competitive  market  are  not  only  a  result  of  supply 
and  demand,  but  likewise  a  factor  that  tends  to  equalize  these.  A 
price  is  a  regulator  the  shifting  of  which  either  upward  or  down- 
ward creates  in  the  market  the  exact  demand  sufficient  to  absorb  the 
entire  supply  that  is  offered  in  the  market.  If  demand  exceeds  sup- 
ply, an  advance  in  prices  paralyzes  a  certain  portion  of  the  demand, 
removing  it  from  the  market  and  leaving  it  unsatisfied,  merely  po- 
tential, as  it  were.  If,  on  the  other  hand,  the  supply  is  in  excess  of 
the  demand,  a  reduction  in  price  brings  into  the  market  an  addi- 
tional demand,  which  had  remained  unsatisfied  and  inactive  under 
the  previous  price. 

In  the  present  instance,  when  regulated  prices  are  introduced  in 
the  market  for  the  purpose  of  counteracting  a  rise  in  prices  under 
the  influence  of  an  ever  recurring  excess  of  demand  over  supply,  the 
ordinary  machinery  of  the  market  which  usually  tends  to  establish 
an  equilibrium  between  demand  and  supply  seems  to  break  down 
and  disapjDear.  We  may  say,  then,  that  the  competitive  price,  which 
performs  the  functions  of  a  mobile  regulator  of  the  competitive  mar- 
ket, is  being  deliberately  tampered  with  and  transformed  from  a 
mobile  into  an  immobile  instrument,  when  regulated  prices  take  its 
place.  This  means  that  the  factor  which  tends  to  paralyze  the  excess 
demand  every  time  that  the  latter  is  heavier  than  the  supply  is 
bound  to  disappear.  And  if  the  conditions  in  the  market  are  such 
that  demand  keeps  on  outdistancing  supply  more  and  more,  then 
the  regulated  price,  acting  as  a  factor  retarding  the  removal  of  the 
excess  demand,  contributes  to  the  accumulation  of  excess  demand  in 
the  market.  Every  regulated  price  which  retards  the  advance  in  the 
price  of  any  particular  commodity  therefore  makes  it  possible  for  a 
far  larger  number  of  customers  to  obtain  goods  than  would  do  so  if 
the  market  were  not  regulated,  but  governed  by  competitive  prices. 

It  goes  without  saying,  however,  that  this  result  of  regulated 
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prices  does  not  always  mean  simultaneously  an  increase  in  supply. 
Therefore,  the  only  probable  consequence  of  the  situation  thus 
created  will  be  the  acquisition  of  the  available  supply  of  goods 
partly  by  the  strongest  buyers,  who  might  have  monopolized  the 
whole  supply  if  prices  had  been  competitive,  and  partly  by  people 
of  smaller  means.  Precisely  who  will  obtain  the  supplies  becomes,  in 
these  circumstances,  a  matter  of  accident  instead  of  a  question  of 
available  means.  It  may  so  ha])pen  that  the  very  people  will  pur- 
chase the  goods  who  would  not  have  been  able  to  do  so  if  a  higher 
competitive  price  had  prevailed.  The  strongest  buyers,  on  the  other 
hand,  may  find  themselves  without  any  goods  at  all. 

This  is  a  very  important  consideration  to  bear  in  mind.  Thanks 
to  it,  price  regulation  acquires  a  social  and  political  significance. 
War  and  the  scarcity  of  commodities  that  it  causes  always  stimu- 
late the  discontent  of  the  least  prosperous  classes  of  the  community. 
This  discontent  manifests  itself  the  more  acutely,  the  more  ruth- 
lessly the  free  play  of  supply  and  demand  and  the  rise  of  prices  keep 
on  eliminating  from  the  market  the  weaker  consumers,  to  the  ad- 
vantage of  the  stronger.  Price  regulation,  by  putting  a  stop  to  the 
elimination  of  increasingly  numerous  classes  of  buyers  and  by  mak- 
ing the  purchase  of  goods  a  matter  of  accident  rather  than  of  the 
amount  of  money  available,  produces  a  good  deal  of  optimism,  or 
confidence,  in  the  minds  of  the  people.  In  this  case  the  possibility  of 
obtaining  goods,  no  matter  how  small  their  supply  in  the  market 
may  be,  ceases  to  be  the  privilege  of  a  steadily  dwindling  group  of 
strong  purchasers,  but  is  left  within  the  reach  of  at  least  all  those 
who  remain  buyers  at  the  moment  when  the  regulated  price  is  in- 
troduced, and  is  even  extended  to  a  larger  group  of  buyers,  if  the 
regulated  price  has  been  fixed  considerably  below  the  price  that 
existed  previously.  • 

We  have  no  doubt  that  this  fact,  coupled  with  the  desire  to  re- 
strict the  profits  of  the  middlemen  accruing  from  what  often 
amounts  to  a  monopoly  of  the  market,  is  not  infrequently  the  only 
motive  of  the  authorities  in  regulating  prices.  In  this  way  the 
jnirely  artificial  creation  of  an  excess  demand  finds  its  justification 
on  social  and  political  grounds,  although  it  would  be  an  absurd 
proceeding  if  considered  by  itself. 

There  is  still  another  part  which  price  regulation  may  play.  It 
may  reduce  the  expenditure  of  the  Government  on  purchases  for 
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the  army  and  thus  obviate  the  necessity  of  further  issue  of  paper 
currency.  It  is  much  easier  for  the  Government  than  for  any  private 
agency  actually  to  insist  on  the  regulated  prices  when  purchasing. 

Erroneous  and  One-Sided  View  of  the  Significance  of  Price  Levels. 

Even  without  going  into  further  theoretical  analysis,  the  follow- 
ing propositions  seem  definitely  established :  Regulated  prices,  while 
they  have  a  tendency  to  create  an  excess  demand,  also  cause  a  very 
large  disparity  between  demand  and  supply  in  all  those  instances 
where  production  shrinks,  or  where  insurmountable  obstacles  pre- 
vent its  increase  to  keep  pace  with  demand;  also  in  those  instances 
where  production  may  be  increased  under  the  stimulus  of  rising 
prices.  Regulated  prices  do  not  remove,  but  rather  increase,  the  dif- 
ference between  demand  and  suj^ply,  when  this  difference  is  due  to  a 
reduction  of  supply  resulting  from  the  producers'  loss  of  interest 
in  selling  and  not  to  a  decline  of  production. 

In  all  these  cases  the  regulated  price  will  not  only  fail  to  have  a 
solid  basis,  but,  on  the  contrary,  will  very  frequently,  as  it  were,  be 
digging  its  own  grave.  An  artificial  basis  may  be  created  for  it  by 
regulating  consumption,  that  is,  by  restricting  the  demand,  and 
taking  from  the  producer  his  right  to  dispose  of  his  produce  as  he 
sees  fit. 

A  regulated  price,  if  it  tends  to  interrupt  the  advance  of  price 
where  such  advance  was  the  only  reason  why  supplies  were  withheld 
from  the  market,  creates  not  only  an  excess  demand,  but  likewise  a 
heavier  supply,  and  the  result  is  that  the  excess  demand  is  elimi- 
nated and  an  excess  supply  may  even  appear  in  its  place,  that  is, 
prices  may  sink  below  the  regulated  prices.  In  the  given  instance, 
the  regulated  price  will  act  not  only  as  a  social  and  political  factor, 
but  also  as  one  tending  to  increase  the  quantity  of  the  available 
market  supply. 

During  the  War  many  authorities  in  the  field  of  food  supply  re- 
garded price  regulation  from  this  standpoint  only.  This  explains 
the  opposition  that  was  shown  to  any  suggestion  of  a  revision  of 
regulated  prices.  Unfortunately  this  view  prevailed  even  after  the 
motives  of  the  producers  for  withholding  supplies  from  the  market 
had  radically  changed.  Up  to  the  middle  of  1916  the  principal  mo- 
tive for  withholding  supplies  from  the  market  was  the  expectation  of 
higher  prices.  Later  on,  it  was  due  in  a  considerable  measure  to  the 
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loss  of  interest  in  selling,  owing  to  the  disorganization  of  commodity 
exchange.  In  circumstances  like  these  any  delay  in  the  advance  of 
prices  might  prove  fatal  unless  there  was  a  way  of  compelling  the 
producers  to  deliver  goods. 

The  views  of  the  supporters  of  this  erroneous  theory  were  heeded 
and  the  Special  Council  on  Food  Supply  fixed  the  prices  below 
those  contemplated  by  the  secretariat,  while  the  Special  Council 
on  National  Defense  reduced  prices  still  further.  As  far  as  the  au- 
tumn purchases  of  1916  were  concerned,  these  measures  proved 
fatal. 

Price  Regulation  Tends  To  Become  All-inclusive  Control 
and  To  Destroy  the  Market. 

Generally  speaking,  therefore,  we  may  say  that  price  regulation 
has  a  tendency  to  become  a  complex  system  of  control  over  all  the 
factors  and  elements  influencing  prices,  affecting  not  only  the 
produce  concerned,  but  the  market  as  a  whole.  Under  certain  condi- 
tions such  control  may  become  absolute  in  the  case  of  a  given  prod- 
uct, and  result  in  its  complete  removal  from  the  producer  as  well  as 
from  the  middleman,  that  is,  the  control  may  turn  into  a  system  of 
governmental  supply  and  thus  destroy  entirely  what  is  left  of  the 
market.  Furthermore,  the  matter  does  not  always  rest  here.  Price 
regulation  may  also  cause  a  veritable  revolution  in  methods  of  pro- 
duction and  the  grading  of  the  product.  The  truth  is  that  a  large 
number  of  different  grades  of  the  same  goods  is  incompatible  with 
price  regulation,  for  no  human  agency  could  properly  distinguish 
the  prices  of  ten  to  twenty  grades  of,  let  us  say,  flour  or  similar 
commodities.  Hence,  if  it  is  to  be  successful,  price  regulation  must 
be  followed  by  a  compulsory  reduction  in  the  number  of  grades  of 
the  commodity  in  question. 

It  is  sufficient  to  take  all  these  facts  into  consideration  and  to 
recall  what  we  have  said  about  the  disorganization  of  the  Russian 
food  market  to  realize  clearly  the  enormous  difficulties  presented  by 
the  problem  of  price  regulation  during  the  War.  This  vast  empire, 
with  its  well-nigh  limitless  spaces,  with  a  bewildering  variety  of 
economic  conditions,  and  with  an  enormous  population  of  which  the 
overwhelming  mass  was  poorly  disciplined,  was  to  be  made  the  field 
for  the  application  of  highly  complicated  price  regulation.  The 
Government  was  only  too  well  aware  of  the  extraordinary  difficulties 
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of  the  problem  and  therefore  acted  with  a  great  deal  of  caution  and 
circumspection.  The  attitude  was  fully  justified  by  subsequent 
events. 

Price  Regulation  and  tJie  Consumer. 

The  reader  is  already  aware  that  during  the  first  two  to  two 
and  a  half  years  of  the  War  it  was  the  disorganization  of  transport 
that  had  been  the  principal  factor  in  producing  high  prices.  The 
starting  point  for  the  rise  in  prices  was  the  consumption  market. 
Here  we  come  face  to  face  with  a  genuine  and  irremediable,  although 
only  local,  scarcity  of  goods,  and  it  is  here  that  advance  of  prices 
was  generated.  It  is  perfectly  obvious  that  it  was  impossible  to  do 
away  with  high  prices  by  the  mere  expedient  of  regulating  prices 
in  the  consumption  markets.  It  was  necessary  either  in  some  way  to 
adjust  the  transport  of  goods  to  meet  local  requirements  or,  on  the 
contrary,  to  adjust  local  demand  to  transport.  The  former  was  im- 
possible in  the  very  nature  of  things,  even  though  some  palliatives, 
such  as  a  policy  of  freight  control,  refusal  to  furnish  trucks  for  the 
carriage  of  goods  of  lesser  imjjortance,  etc.,  might  have  been  ap- 
plied in  this  case.  The  second  alternative  meant  the  regulation  of 
consumption  and  complete  control  of  trade,  since  regulation  of  con- 
sumption would  have  remained  futile  if  the  merchants,  who  had  a 
monopoly  control  of  the  market  thanks  to  the  disorganization  of 
transport,  had  remained  absolute  masters  of  their  supplies.  This 
would  have  resulted  in  an  illicit  market,  defying  regulations  whether 
of  consumption  or  of  prices.  From  a  purely  psychological  stand- 
point, moreover,  it  would  have  been  very  difficult  to  regulate  con- 
sumption. The  Russian  consumer  was  quite  unprepared  for  such  a 
step,  the  more  so  since  he  knew  very  well  that  there  was  still  plenty 
of  foodstuffs  available  in  the  country.  To  the  Russian,  the  idea  of 
finding  himself  placed  in  the  same  position  as  the  consumer  in  Ger- 
many, where  food  was  scarce,  seemed  simply  preposterous. 

Another  important  consideration  is  that  in  Russia  not  only  the 
cities,  but  many  rural  areas,  are  centers  of  consumption.  To  regu- 
late the  consumption  of  food  in  the  rural  areas,  however,  would  have 
been  an  absolutely  impossible  task,  and  thus  the  regulation  of  prices 
in  consuming  regions  could  never  be  placed  on  a  solid  basis. 

The  party  chiefly  responsible  for  the  overthrow  of  the  structure 
of  government  price  regulation  in  Russia  was  unquestionably  the 
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consumer:  there  were  no  restraints  upon  his  demand;  he  was  for- 
ever afraid  of  being  left  without  supphes.  Taught  by  bitter  ex- 
perience, he  always  tried  to  lay  in  supplies  in  advance,  and  he  was 
willing  to  pay  more  than  the  fixed  prices.  The  rest  is  easy  to  under- 
stand. The  merchants,  for  their  part,  did  not  hesitate  to  pay  higher 
prices,  and  the  result  was  that  all  previously  fixed  or  prearranged 
prices  were  exceeded.  It  was  soon  found  that  nothing  could  be  ob- 
tained at  fixed  prices  in  the  production  market,  that  goods  had  to 
be  bought  at  competitive  prices,  and  that  it  was  therefore  impossible 
to  sell  at  fixed  or  regulated  prices. 

Causes  Responsible  for  Failure  of  Price  Regulation. 

Referring  the  reader  to  Part  I  of  the  present  work,  in  which  the 
regulation  of  the  food  supply  of  the  army  and  the  civilian  popula- 
tion is  described  and  analyzed  at  leng-th,  we  shall  here  merely  point 
out  that  all  commerce  was  hedged  in  completely  during  the  ])eriod 
that  followed  the  lifting  of  the  direct  embargoes  on  the  transport  of 
goods,  when  other  measures  were  developed  in  their  place.  In  those 
sections  of  the  country  that  produced  foodstuffs,  fixed  prices  were 
introduced,  certain  definite  areas  of  purchase  were  set  apart,  and 
the  organs  of  the  food  supply  administration  exercised  supervision 
over  the  purchasing  and  selling  operations,  as  well  as  over  the 
transport  of  goods.  Lastly,  in  the  consuming  centers,  there  was 
regulation  of  wholesale  as  well  as  retail  prices,  based  upon  fixed 
prices.  One  would  have  thought  that  with  this  machinery,  it  should 
have  been  possible,  even  without  regulating  consumption,  to  main- 
tain the  requisite  level  of  prices  for  some  considerable  period.  This, 
however,  proved  impossible  because  the  producers  held  back  their 
grain,  thus  paralyzing  the  market.  The  rapid  increase  in  the  prices 
of  grain  in  August  and  September,  1916,  may  be  largely  explained 
by  these  conditions. 

Not  only  did  the  consumer,  whose  position  by  this  time  had  be- 
come worse,  contribute  in  every  way  to  increase  the  current  price, 
in  order  to  assure  himself  of  a  sufficient  supply  of  food;  not  only 
did  the  merchants,  perceiving  the  physical  impossibility  of  con- 
trolling every  business  transaction  in  so  vast  a  country,  deliberately 
attempt  to  ignore  price  regulations ;  but  the  producer  himself  con- 
tributed his  share  to  the  destruction  of  the  carefully  devised  system 
of  price  control.  The  trouble  was  that  all  measures  designed  to  ar- 
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rest  the  further  rise  in  prices  were  based  upon  the  assumption  that 
stabihzation  of  prices  would  deprive  the  producers  of  their  main 
incentive  to  withhold  supplies  from  the  market,  their  expectation  of 
a  further  rise  of  prices.  Toward  the  end  of  this  period,  however,  the 
disorganization  of  commodity  exchange  was  already  beginning  to 
have  its  effect.  Foodstuffs  were  becoming  scarce,  not  only  because 
their  price  was  rising,  but  likewise  because  manufactured  goods  were 
growing  scarcer  and  dearer.  Hence,  if  the  Government  had  suc- 
ceeded in  definitely  fixing  and  maintaining  the  prices  for  food- 
stuffs, it  would  not  have  put  an  end  to  the  withholding  of  supplies 
by  the  producers,  the  more  so  since  such  prices  would  have  been  in- 
compatible with  current  economic  conditions. 

The  situation  thus  created  was  found  to  be  so  serious  that  the 
Government  was  compelled,  on  December  2,  1916,  not  only  to  re- 
pudiate the  prices  that  it  had  itself  fixed  during  the  autumn  and  to 
offer  bonuses  for  prompt  sales  of  grain,  but  it  had  even  to  resort 
to  a  compulsory  levy  on  the  grain  supplies  held  by  producers, 
amounting  to  about  800  million  puds,  in  the  interest  of  national  de- 
fense. It  should  be  noted  here  that  the  effect  of  the  raising  of  the 
fixed  prices  and  of  the  bonus  system  came  to  an  end  as  soon  as  the 
time  arrived  for  grain  deliveries  to  be  made  under  the  levy.  This 
forced  many  producers  to  sell  their  grain  before  the  levy  began  to 
operate,  as  they  hoped  to  benefit  by  the  still  existing  more  favorable 
prices.  As  for  the  levy  itself,  it  proved  a  complete  failure  and 
never  amounted  to  anything  more  than  a  threat  forcing  the  pro- 
ducers to  hasten  the  disposal  of  their  grain ;  the  fact  that  the  total 
amount  of  grain  to  be  delivered  under  the  levy  was  reduced,  accord- 
ing to  the  law,  by  the  amount  of  whatever  grain  had  previously  been 
delivered,  contributed  in  particular  to  this  result.  The  measure 
helped  for  some  time  to  increase  the  volume  of  supplies  collected, 
but  it  failed  none  the  less  to  save  the  country  from  the  food  diffi- 
culties that  became  psychologically  inevitable  after  the  outbreak  of 
the  Revolution. 

There  were  several  reasons  for  these  failures.  Purchases  for  the 
army  and  purchases  for  the  civilian  population  were  made  under 
different  systems.  The  first  were  made  by  compulsory  requisition, 
the  second  by  competitive  buying,  although  hedged  in  by  fixed 
prices.  It  is  evident  that  the  second  method  was  more  profitable  to 
the  producer,  if  only  for  the  reason  that  it  made  it  possible  for  him 
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to  refrain  from  selling  if  he  saw  fit.  Refusal  to  sell  may  also  serve 
as  a  very  effective  weapon  against  fixed  prices,  at  least  where  it  is 
a  matter  of  private  business. 

In  reality,  the  grain  producers,  working  hand  in  hand  with  the 
merchants  and  the  buying  public,  managed  to  turn  the  fixed  prices 
into  a  mere  fiction,  so  far  as  any  private  business  was  concerned. 
This  is  why  the  necessity  of  giving  up  his  grain  under  the  levy  when 
there  were  more  profitable  opportunities  of  disposing  of  it  seemed 
to  the  peasant  a  downright  calamity  to  be  carefully  avoided ;  not  to 
mention  the  fact  that  hoarding  of  supplies  may  have  seemed  to  the 
peasant  just  then  the  most  profitable  course.  The  levy  compelled 
him  to  throw  a  certain  amount  of  his  grain  on  the  market  (as  a  re- 
sult of  the  bonus  offered  and  because  of  the  danger  of  losing  far 
more  if  he  should  wait  for  the  levy),  but  at  the  same  time  he  mo- 
bilized all  his  resources  to  oppose  the  levy  and  he  was  successful  in 
this,  since  not  more  than  35  per  cent  of  the  total  amount  expected 
by  the  Government  was  actually  levied. 

Needless  to  say  that,  in  the  crisis  that  now  set  in,  both  consumers 
and  authorities  were  thinking  less  of  enforcing  the  price  regula- 
tions than  of  how  to  get  the  much  needed  goods.  It  stands  to  reason 
that  under  these  conditions  the  competitive  market  and  competi- 
tive prices  were  bound  to  prevail  once  more. 

The  Grain  Monopoly  and  Its  Failure. 

The  Provisional  Government  found  itself  in  an  exceedingly  diffi- 
cult position.  The  army  was  beginning  to  feel  the  food  crisis.  The 
whole  previous  course  of  events  in  connection  with  food  supply 
seemed  to  point  to  the  absolute  uselessness  of  every  measure  that 
had  been  tried.  There  were  only  two  possible  ways  of  saving  the 
situation:  (1)  a  grain  monopoly;  (2)  regulation  of  consumption. 
It  seemed  that  a  monopoly  would  place  all  producers  on  an  equal 
footing,  irrespective  of  whether  it  was  a  question  of  supplying  the 
army  or  the  civilian  population;  in  otlier  words,  it  was  probable 
that  the  monopoly  would  do  away  with  the  duality  existing  under 
the  levy  system,  since  it  ought  to  deprive  the  producer  of  the  op- 
portunity of  choosing  between  giving  up  his  supplies  under  the 
levy  or  selling  them  in  the  competitive  market.  The  idea  was  that 
the  producer  should  surrender  all  his  grain  to  the  State,  with  the 
exception  of  the  amount  that  he  required  for  his  own  use,  which 
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amount  was  to  be  prescribed  by  the  Government.  No  doubt,  there 
was  still  another  way  left  to  the  producer:  he  might  conceal  his 
grain.  But,  of  course,  it  was  not  expected  that  all,  or  even  any  large 
proportion,  could  be  so  concealed. 

From  this  basic  measure  all  the  others  followed,  namely,  the  or- 
ganization of  stock-taking  of  grain  supplies,  the  prohibition  of 
private  trading  in  grain,  the  transformation  of  the  commercial  ma- 
chinery into  something  like  a  government  agency  for  the  collection 
of  grain,  the  regulation  of  grain  consumption,  etc.  It  is  not  our 
aim  to  go  into  any  detailed  description  of  all  these  measures.  All 
that  need  be  stated  here  is  that  one  of  the  conditions  indispensable 
to  the  enforcement  of  a  grain  monopoly  is  an  inventory  of  the  stocks 
of  grain  in  the  possession  of  the  producer.  But  this  proved  im- 
practicable. That  is  why  the  Government  collected  the  grain  sup- 
plies it  required  by  purchase,  confining  itself  to  keeping  all  other 
purchasers  out  of  the  market.  In  other  words,  the  Government  did 
not  really  enforce  a  grain  monopoly  in  the  proper  sense,  but  merely 
exercised  a  monopoly  in  the  purchase  of  grain.  In  the  process  of 
carrying  out  this  monoj)oly,  however,  the  Government  nearly  de- 
stroyed the  whole  machinery  of  the  grain  trade,  without  being  in  a 
position  to  put  its  own  organization  in  its  place. 

To  complete  the  picture,  we  must  mention  also  the  increase  in  the 
fixed  prices  which  was  made  at  the  close  of  March,  1917.  Up  to 
June  the  purchases  went  on  successfully  and  the  total  figures  of  the 
grain  supplies  accumulated  by  that  time  were  quite  impressive.  But 
when  we  consider  the  fact  that  the  Government  proposed  to  feed  the 
civilian  population  also,  we  shall  have  to  arrive  at  some  very  pessi- 
mistic conclusions.  The  comparative  success  of  the  grain-collecting 
campaigns  was  due,  in  our  opinion,  to  the  raising  of  the  fixed  prices 
in  March  and  evidently  also  to  the  expectation  of  peace.  Toward 
the  autumn,  however,  a  very  grave  crisis  arose  and  feverish  attempts 
were  made  to  improve  the  situation. 

By  a  circular  order  issued  on  August  20,  1917,  the  Minister  of 
Food  Supply  prescribed  extraordinary  measures,  including,  if 
necessary,  armed  force,  and  directed  that  grain  should  be  taken  in 
the  first  place  from  the  big  landowTiers  and  from  those  producers 
who  happened  to  be  nearest  the  railway  stations.  On  August  27,  M. 
Kerensky  and  M.  Zelheim,  Associate  Minister  of  Food  Supply,  dis- 
patched the  following  telegraphic  order  to  the  local  food  supply 
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committees :  "You  are  requested  to  mobilize  without  delay  the  entire 
machinery  for  the  handling  of  grain  and  to  enlist  the  cooperation 
of  local  business  organizations,  of  flour  manufacturers  and  reliable 
firms,  as  well  as  of  the  cooperative  societies." 

On  the  same  day  the  Provisional  Government  authorized  the  Min- 
ister of  Food  Supply  to  requisition  all  grain  not  delivered  by  the 
prescribed  date,  at  30  per  cent  less  than  the  fixed  price.  Yet  on 
the  same  date  the  fixed  prices  were  doubled. 

It  goes  without  saying  that  in  the  presence  of  the  very  serious 
crisis,  which  rendered  it  impossible  to  provide  the  army  and  the 
civilian  population  with  sufficient  food,  an  illicit  market  inevitably 
made  its  appearance,  with  its  accompaniment  of  secret  trading, 
"bag-peddlers,"  and  competitive  prices.  The  overthrow  of  the  com- 
mercial machinery,  without  an  effective  government  machinery'  tak- 
ing its  place,  signified  the  destruction  of  that  vital  force  of  the 
community  which,  in  spite  of  the  disorganization  of  transport,  was 
instinctively  striving  to  overcome  the  effects  of  the  broken  connec- 
tions between  producing  and  consuming  areas.  This  is  why  an  enor- 
mous divergence  of  prices  was  observed  during  the  second  half  of 
1917,  between  production  and  consumption  markets. 
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